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I'm starting a new ad for the National Institute of 


Credit. How about ten solid reasons answering the question: 


''WHY STUDY THESE COURSES?'' 
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To: C.H.H. MEMO: 


From: P.H. 


Thanks Mister. You've not only given me the answers-- 


you've written the ad. for me! 


In short, as I get it, the idea is: MAKE YOURSELF A 


BETTER MAN FOR A BETTER JOB! 


New York 
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Please send me details of your Credit and Collection Course, without obligation to me. 
Name ... 
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ALL CIPHERS 
ARE 
AUTOMATIC 


SEVERAL KEYS 
CAN BE DEPRESSED 
AT ONE TIME 












Let the local Burroughs representative show you on your 
own work—in your own office—what the Burroughs 
short-cut method of listing and adding amounts on 
‘Burroughs short-cut keyboard can actually mean to you. 


BURROUGHS ADDING MACHINE COMPANY 











ENTIRE AMOUNTS 
CAN BE WRITTEN 
IN ONE OPERATION 
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7.3 C8 


FOR EXAMPLE—YOU SAVE 
69 OPERATIONS 


in listing and adding these 
19 typical amounts 


Take the above as an example of how 
thousands of needless operations can 
be eliminated by the Burroughs short- 
cut method. The amount 25.60, for 
instance, was listed and added by de- 
pressing the 2, 5 and 6 keys and the 
motor bar all together, in one single 
operation, instead of writing one figure 
at a time. The amount 6,712.70 was 
listed and added the short-cut way 
in two operations instead of seven. 
Thus, the short-cut method saves 
operations in writing any amount. 
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When Time Means Money 

You Want the Answer in a Hurry! 
Note the complete coverage on every 
important question of law affecting 


business transactions instantly avail- 
able in the 
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Faith | 


Up and down Main Street I strolled. The Main 

Street was without character. Garish chain 

store fronts in monotonous rows. Occasionally, 
an individual shop attracted my attention. I passed 
close to the plate glass front to take a look at the 
proprietor. He might be worth appraising. 

Perhaps the outskirts of the town might be more 
attractive. Why not try? I circled the village once, 
then again and a third time. Nine churches I 
counted. Six in dilapidated condition—abandoned. 
The shutters hung desperately to their last hinges. 
The front steps parted company with the sills. 
Broken windows. ‘The rotting eaves housed the 
sparrows with their untidy nests sprawling all over 
the cornice. ; 

I asked about the community. The population, I 
was told, had not varied a great deal in the last 
forty years. My imagination was spurred. Had 
this been the place of my birth, as it well might have 
been, no doubt some of the churches now so dilapi- 
dated would have been places of worship for my 
ancestry. 

There was nothing to do but go back to Main 
Street. I thoroughly read and digested every part 
of the morning paper. It told of a stock crash, of 
impending conflict in Europe, of internal dissension 
and strife, of panic-stricken people who were looking 
towards the approaching winter with misgiving. In- 
stinctively I thought of the six abandoned churches 
and of the world’s unrest. Something went wrong 
with people. Something we seemed unable to correct. 

This nation was carved out of a wilderness by 
those who have gone before us. They built our 
country. Our generation has been living and spend- 
ing from their storehouse. 

Was there any connection between their exercise 
of the virtues of thrift and industry and the nine 
churches? Did they find something fundamental in 
religion that convinced them idleness was sin and 
industry God’s labor of love? Did not pioneering 


< Three hours to idle away in a far-Western town. 
iw 


ministers preach the virtue of independence and the 
vice of dependence? Did not the early settlers 
practice self-denial to build the virtue of modesty 
and kindle a spirit of happiness? Did they not, in 
their Sabbath journey to church, feel a sense of 
comfort in the discharge of a duty their innate soul 
somehow told them was necessary if they were to 
be healthy and wholesome. 


In times of catastrophe was there not something 
in their Sabbath training, as they listened to their 
spiritual leaders, that caused them to go forth 
anxious and eager to aid those in distress? Wasn’t 
the destruction of their neighbor’s barn by lightning 
or fire an opportunity for them to evidence respect 
and love for neighbor by joining together in a barn- 
raising? When the fields of grain were ripe in the 
neighbor’s field, and he lay ill, did they not in some 
way get the spirit from these six abandoned build- 
ings that caused them to make their neighbor’s 
harvest without thought of sharing for their labor? 


Just why did that community have nine churches, 
all seemingly well-supported, and just why does the 
present generation find it difficult to support only 
three? Are these six churches to be abandoned as 
having been a part of the old order of things? 

Suppose they were reopened. Suppose all aban- 
doned churches reopened and the pews were filled 
each Sabbath day. Would the world be nearer solv- 
ing its problems? How difficult it is to answer this 
in the negative! How easy it is to assume that 
things would be better! 


We speak of a balanced prosperity but even as - 


we utter the words we ought to realize that true 
prosperity calls for a balance of both soul and body. 


What is good business? There are many ideas 
on this. What are good politics? Ideas are even 
more confused. Suffice to say, nothing is good in 
either business or politics that doesn’t have a sound 
foundation. Can there be a sound foundation in 
anything without faith? 
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Fins the bill for credit men because it’s 
direct, reaching the right person...rapid, saving you and your 
customer valuable time ... persuasive, giving your personality every 
chance . . . definite, securing an immediate answer. e And it fills the 
till, too, because in most types of business it’s been proved an effective 
means of collecting delinquent accounts... discussing credit terms 

.. straightening out discount arrangements. e A Long Distance 
connection usually means a low-cost collection. Credit managers 


everywhere are favoring the economy of the present reduced rates. 
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Can a firm’s size affect 


by ARTHUR H. WINAKOR, Statistician, Bureau of 
Institutional Research, University of Illinois, Urbana, Ill. 


Although ordinarily the grantor of 
short-term credit is not particularly 
lM concerned with fixed assets invest- 

ments, their consumption and re- 
placement, there are a great number of 
cases where this general rule cannot 
be followed. These instances are of 
material importance. Furthermore, the 
principles involved in them are of such 
universal applicability to practically all 
credit risks that the credit man should 
have a complete understanding of the 
factors involved. 

There are many cases where the en- 
tire short-term financial condition is 
predicated upon policies pertaining to 
fixed capital investments. Two of 
these which may be readily brought to 
mind are (1) the financing of replace- 
ments with the possible effect of this 
upon ability to meet maturing debts, 
and (2) the relative state of mainten- 
ance of the fixed properties, i. e., 
whether there is considerable deferred 
maintenance either intentionally or be- 
cause of forced economic conditions. 
Either of these factors may materially 
influence the ability of an enterprise to 
provide adequately for its payment to 
short-term creditors. 

In an earlier analysis of some of 
these factors, attention was directed 
largely towards the influence of fixed 
asset Consumption, fixed asset replace- 
ment, and fixed asset maintenance upon 
the current capital of companies of 
different types and industries.* 

It was found that variations in the 
types of operations carried on by dif- 
ferent industries require differences in 
the kinds and amounts of productive 
capital. Differences in trade customs, 
in credit policies, availability of sup- 
plies, length of production or merchan- 
dising cycle, and the like, in their turn 





*“Latent Capacity to Pay Current 
Debts,” by Arthur H. Winakor, Credit and 
Financial Management, June, 1937, p. 13 ff. 


determine the relative amounts of capi- 
tal invested in accounts receivables, in- 
ventories, and other assets. 

In general, the amounts of capital 
of each type should be determined by 
the product which the company manu- 
factures or sells, the manner in which 
it seeks to manufacture or sell it, and 
by certain inherent requirements of the 
product itself which determine whether 
the investments in fixed properties shall 
be small or large. 

Not only are the fixed capital vari- 
ations among companies in given in- 
dustries largely determined by factors 
not entirely under the managements’ 
control, but even within the same in- 
dustry there is wide latitude for vari- 
ations among companies of the same 
size and of different sizes. 

Concerns of the same size may fol- 
low divergent manufacturing or sell- 
ing processes, and may therefore re- 
quire markedly different amounts and 
kinds of fixed capital. Furthermore, 
when concerns of different sizes, even 
within the same industry, are con- 
sidered, important variations are found, 
not only in the actual amount of fixed 
capital as well as current capital, but 
also in the relative amounts. 

The small enterprise in a given in- 
dustry may: have less fixed capital than 
its large competitor both relatively and 
absolutely. Frequently these differ- 
ences are attributable to the fact that 
small enterprises do not endeavor to 
perform all the process of manufacture 
or selling conducted by their large 
competitors. Certain expensive proc- 
esses may be omitted by the small en- 
terprises which rely upon materials 
suppliers or other concerns with spe- 
cialized operations to conduct these 
operations for them more economic- 
ally than they themselves can perform 
them. The small enterprise is thus 
enabled to operate with a small capital. 

On the other hand, the large com- 


pany is able to employ expensive and 
specialized machines to reasonable 
capacity. This difference may force 
the small concern to forego many 
stages in production or else to use 
methods of production not involving 
such heavy and expensive and special- 
ized machines. 

Because of factors such as those 
suggested above, it is natural to find 
significant variations in the types and 
amounts of capital employed by com- 
panies of different sizes. This is true 
not only in industry in general but also 
even within any specific industry, 

In this discussion, the problem is to 
show why these fixed capital and cur- 
rent capital variations are important 
and how important they are to short 
time working capital problems. This 


concerns the credit man who must 


gauge the credit risks presented to him 
for appraisal. 

The entire problem revolves about 
the fact that fixed properties are pur- 
chased for the utilities which they are 
capable of contributing to future pro- 
duction of goods and services. Although 
there is considerable risk in such a ven- 
ture of capital in fixed and specialized 
forms, there is the probability that in 
the long run it will pay for itself and 
in addition aid in yielding a profit. 

In the ordinary processes of produc- 
tion, these fixed properties are worn 
out and consumed; their financial 
values are gradually consumed and 
transmigrate to the goods and services 
which they create. Thus productive 
consumption of fixed properties con- 
verts their financial values from fixed 
assets into the form of goods and serv- 
ices as inventories and current assets. 

With the productive employment of 
fixed machinery, buildings, and equip- 
ment, there is a gradual transfer of 
economic and financial values to goods 
in process, finally into sales, and cash. 
In essence this consumed portion of 
fixed assets that is recovered in the 
sale of the merchandise or service is 
the replacement fund for the worn-out 
fixed assets. 

The matter of when and how these 
fixed properties shall be replaced is a 
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its debt payments? 


discretionary one for the management. 
If the business outlook is unfavorable, 
replacement may be deferred. If new 
machines will cost less than the old, 
then only part of the fund may need 
to be reinvested; the balance may be 
retained in working capital. Perhaps 
the fixed assets are relatively new and 
the replacement fund is to be accumu- 
lated in the form of current assets un- 
til the need for replacement arises sev- 
eral years later. Should there be heavy 
debts maturing, the replacement fund 
may be employed for their payment un- 
til the financial condition warrants 
new outlays in fixed properties. 


There are a number of other possible 
uses of such funds. For the most part 
they revolve around the management’s 
discretion, the age of the fixed assets, 
and policies for fixed asset replacement 
or expansion. A knowledge of such 
policies may thus prove indispensable to 
an adequate appraisal of the company’s 
credit status for short-term loans or 
merchandise sales on account. 


Naturally, it cannot be assumed that 
the consumption of fixed assets, and 
their conversion and recovery as cur- 
rent assets, is the same for all indus- 
tries and all sizes of companies. The 
importance of such a replacement fund 
will vary in proportion to the amount 
of the fixed assets, their rate of produc- 
tive consumption and recovery, and the 
size of the current assets and current 
liabilities of the company. 


In order to gain a tangible picture 
of these relationships a few facts have 
been analyzed according to size of com- 
pany from data of all corporations re- 
porting tax returns to the Bureau of 
Internal Revenue. Altogether data 
for 388,564 companies are in this table. 


As a first step in appraising the im- 
portance of fixed asset consumption to 
debt paying ability for companies of 
different sizes, it will prove helpful to 


understand the inherent variations in © 


the current capital and debts of these 
companies. In Table I, three ratios 
are presented for various sizes of com- 
panies when classified on the basis of 
their total assets. These three ratios 
tell what proportion of the total assets 


are invested in current assets, what pro- 
portion of total assets are owed to cur- 
rent creditors, and what the net work- 
ing capital amounts to in comparison 
with total assets. 


The first column of Table I analyzes 
the current assets. For all the cor- 
porations the current assets were 29.2 
per cent of total assets. Among the 
companies of different size, however, 
the relationship varies greatly. Cor- 
porations with less than $50,000 of 
total assets had almost half (48.2 per 
cent) of their total assets in the form 
of current assets. There is a gradual 
decline in the percentage of current 
assets as the size of company increases. 


At the extreme for large concerns, 
namely, those with total assets of $50,- 
000,000 or over, the current assets con- 
stituted less than one-fourth (24.5 per 
cent) of the total assets. On a rela- 
tive basis, the smallest compamies had 
twice as much current assets as did the 
large concerns. Although this situa- 
tion varies among industries of differ- 
ent types, it is typical of most of them. 


Small companies are thus favorably 
situated in their relative amount of 
current assets; they have, however, the 
more than compensating limitation that 


their current liabilities are also larger 
(compared with current assets or total 
assets) than those of large companies. 
In fact their current liabilities are even 
larger in proportion to their size than 
those of the large companies. Current 
liabilities averaged 7.2 per cent of the 
total assets of all companies, 34.2 per 
cent for the group of smallest sized 
companies, and only 4.0 per cent for 
the group of largest companies. Here 
again there is a gradual decline in the 
ratio for current liabilities to total 
assets as size of company increases. 

The net result of these variations is 
that the small concerns have a severely 
smaller net working capital relative to 
total assets than have their larger com- 
petitors. As shown in column three of 
Table I, the net working capital ratio 
increases rapidly with size of enterprise 
up to the companies of over $1,000,000, 
then declines but moderately. Although 
the large companies have relatively 
smaller current assets than the small 
concerns, they had even smaller current 
liabilities, and consequently have a larg- 
er margin of current assets as well as 
net working capital to assure payment 
of maturing obligations. 

With these variations among con- 
cerns of different sizes in mind, it will 
be easier to understand certain of the 
factors explaining why large companies 
are frequently more favorably situated 
than the small in ability to pay. 

As was mentioned in earlier para- 
graphs, a significant variation among 








Table I 


Relationships of current assets, current liabilities, 
and working capital to total assets of all corpora- 
tions classified according to size of company, 1933. 








Total Assets 


Size Group 
(000 omitted) Current 
Assets 
Total 29.2 
Under 50 48.2 
50to 100 41.3 
100 to 250 38.7 
250 to 500 37.5 
500 to 1,000 36.6 
1,000 to 5,000 35.0 
5,000 to 10,000 32.6 
10,000 to 50,000 30.4 
50,000 and over 24.5 


Percentage of total assets 











Current Working 

Liabilities Capital 
07.2 22.0 
34.2 14.0 
23.8 17.5 
19.2 ie 
15.1 -22.4 
12.3 24.2 
09.5 25.6 
07.7 24.9 
06.2 24.2 
04.0 20.5 


Source: Statistics of Income for 1933, p. 160. 
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Table II 


Relationships of depreciation and depletion to cur- 
rent assets and current liabilities of all corpora- 
tions classified according to size, 1933. 








Percentage of depreciation 


and depletion to- 


Size 
(000 omitted) 
Current Notes and Accounts 
Assets Payable 
Total 04.7 18.9 
Under 50 07.0 09.9 
50to 100 05.9 10.3 
100to 250 05.3 10.7 
250to 500 04.7 11.6 
500 to 1,000 04.4 13.1 
1,000 to 5,000 04.1 15.1 
5,000 to 10,000 04.3 18.2 
10,000 to 50,000 04.7 23,3 
50,000 and over 04.7 28.6 


Source: 


Statistics of Income for 1933, p. 160. 





large and small concerns is to be found 
in the size of their fixed assets, fixed 
assets consumption, and recovery of the 
replacement fund, and their discretion- 
ary policies for fixed asset replacement 
or the reinvestment of the replacement 
fund. Not only do the large concerns 
make a better showing in regard to 
their small current liabilities, but the 
flow of funds. from fixed assets into 
current assets and available for debt 
payment is much more favorable for 
the large than the small concern. This 
is demonstrated by the facts in Table 
II. 

The data contained in Table II are 
for the same companies already dis- 
cussed. The annual sum of deprecia- 
tion and depletion, representing fixed 
asset expiration is compared with the 
current assets and the current liabilities 
according to size of company. This 
comparison makes possible an appraisal 
of the importance of the potential re- 
placement fund. Although the sums 
charged for depreciation and depletion 
are not always the same as the amounts 
recovered in current assets after the 
sale of the products or services, they 
nevertheless, provide a reasonable meas- 
‘ ure of the replacement fund among 
different sizes of companies. Further- 
more, accounting and business practices 
tend to see that this fund is recovered 
or retained from _ operations, 


transmigrated into goods and services.* 

For all the companies together, the 
annual depreciation and _ depletion 
amounted to 4.7 per cent of current 
assets. With the exception of com- 
panies of $250,000 of total assets or 
less, the percentages ranged between 
4 and 5. For the smallest companies 
it approached 7 per cent. The con- 
clusion to be drawn here is that the 
annual replacement fund from depre- 
ciation and depletion is small when 
compared with the current assets. 
Furthermore, the small companies were 
found to have an advantage over the 
large. 

A sharply different situation is pro- 
vided by the second column of Table 
II. Here the comparison is between 
the annual replacement fund from 
fixed asset consumption and the cur- 
rent debts of these companies. This 
fund amounted to 18.9 per cent of cur- 
rent debts for all companies. It ranged 
from a low of 9.9 per cent for the 
smallest companies to 28.6 per cent for 
the largest. There is a steady and 
marked increase in this ratio as size 
of company increases. This showing 
is attributable in part to the facts 





*For detailed discussion of this point, 
see Bulletin No. 49, Maintenance of 
Working Capital of Industrial Corpora- 





pointed out in Table I, that current 
liabilities decline in relative size as the 
total assets of a company increase. 

From these data it is reasonable to 
conclude that under certain circum- 
stances, reasonable in themselves, that 
the larger a company, the more favor- 
ably situated it is likely to be for re- 
payment of current obligations. This 
is attributable to two main factors, 
first the relatively smaller current debts 
of larger companies, and second, the 
much larger (relative and absolute) 
fund flowing from fixed asset consump- 
tion into working capital and available 
for debt payment if needed. 

In order for this situation to hold 
good, the company must earn or re- 
cover its depreciation and depletion by 
productive use of fixed assets. Once 
this is accomplished, there is the dis- 
cretionary use of this replacement fund 
by management. Although this fund 
cannot be diverted from fixed asset 
replacement indefinitely without im- 


pairing productive capacity and effi- 


ciency, it may be held in the form of 
cash or current assets for several years 
without danger to operations, and with 
advantage to current creditors. This 
was demonstrated by policies of many 
corporations during 1930 to 1933. 

Then, too, the factor of depletion 
for oil, iron ores, copper, timber, clays, 
and other natural resources is more 
favorable to the large concerns. Such 
resources are more frequently owned 
by large than small companies. Their 
replacement fund usually is subject to 
greater discretion as to its use than that 
for ordinary machinery and buildings. 

Finally, the large fixed assets of 
large companies affords considerable 
variability as to the extent of repairs 
and general maintenance. A large con- 
cern with large fixed assets might hus- 
band cash resources and pay current 
debts by deferring for a while certain 
repair expenditures. 


a 


Telling the time 


The time of day I do not tell, 
As some do, by the clock, 

Or by the distant chiming bells 
Set on the steeple rack, 

But by the progress that I see 
In what I have to do. 

It's either Done o’Clock to me, 
Or only Half-Past Through. 
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Depression? 
Inflation? 


Recession? 


by MARCUS NADLER, Consulting 
Economist, Central Hanover Bank & 
Trust Co., New York 


uncertainty prevailing throughout 

the world, opinion concerning the 

future of business in this country 
varies widely. Three different views 
have developed recently: First, that the 
country is headed for a major depres- 
sion; secondly, that the country is 
headed for inflation; and thirdly, that 
the country is merely witnessing a 
minor readjustment, and when this re- 
adjustment is over, recovery will con- 
tinue. In order to determine the fu- 
ture trend of business an analysis of 
these widely divergent views is neces- 
sary. 

1. Depression: One indication of a 
serious depression is the existence of 
over-production. As yet there has been 
very little over-production in any line 
of economic activity. Certainly no 
over-production has taken place in the 
building industry or in the heavy goods 
industries. Neither has there been any 
great accumulation of inventories. 
While it is true that inventories today 
in some lines are larger than they were 
a year ago, the commitments made by 
distributors are substantially smaller 
than they were last year. 

A second danger signal is the over- 
expansion of capital. No over-expan- 
sion in the capital market is evident to- 
day. As a matter of fact, whereas dur- 
ing the period 1920-1930 new capital 
used for productive purposes amounted 
to $250,000,000 per month, during the 
first eight months of the present year 
this amounted to only $100,000,000 
per month. While the volume of bank 
loans has increased during the past 
year, it is still substantially below the 
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level of 1926. ‘Thus, it is apparent 
that the conditions in the United States 
do not warrant a major depression. 
Nothing has been overdone and the 
conditions which usually prevail before 
a major decline in business sets in, are 
entirely absent. 

2. Inflation: ‘Those who believe 
that the United States is headed for 
inflation base their argument primarily 
on the facts that the dollar may be 
further devalued, that the budget 
deficit is very large and has resulted in 
a sharp increase in the public debt, and 
that bank deposits and excess reserve 
balances are huge. 

Regarding the devaluation of the 
dollar, I personally, do not share the 
view of those economists who maintain 
that a devaluation of the currency 
must be followed by a corresponding 
increase in commodity prices. Devalu- 
ation was carried out by practically 
every country to approximately the 
same extent and the gold obtained by 
the various governments through this 
devaluation was not used but was steril- 
ized in one form or another. The fact 
that commodity prices declined so 
sharply from the peak of the present 
year is a clear indication that commod- 
ity prices are determined first and fore- 
most by demand and supply and that 
the cost of production is an important 
element in the price structure, particu- 
larly in manufactured goods. Devalu- 
ation, therefore, need not necessarily 
exercise an inflationary influence in the 
United States. ; 

The deficit of the budget is the most 
serious problem confronting the na- 
tion. No country can remain healthy 
if the government does not live within 
its income. However, a budget deficit 
is inflationary only when it is met 
through the sale of government bonds 
to banks, thereby creating deposits. 
When the bonds are sold to others than 
banks, no new deposits are created and 
only a change in ownership of the de- 
posits is effected. During the last year 
the banks purchased few government 
securities. On the contrary, they have 
sold government bonds and it is un- 
likely that they will buy any appreci- 
able amount of new government securi- 
ties in the future. Although there is 
still a large budget deficit, and in all 
probability it will be even larger than 
the President predicts, the following 
facts should be borne in mind. 

First, the Social Security taxes are 


being used not to retire government 
bonds outstanding, but rather to meet 
government deficits. The income from 
these Social Security taxes increases 
steadily each year and thus the govern- 
ment has a source of income from taxa- 
tion to meet its expenditures. 

Secondly, the sale of savings bonds 
(Baby. Bonds) amounts to approxi- 
mately $30,000,000 a month and af- 
fords the government an additional 
means of meeting the deficit without 
having recourse to new financing. Un- 
less the United States Government en- 
gages in a huge rearmament program 
similar to that being carried out in 
Great Britain, or unless the Uftited 
States begins to subsidize housing con- 
struction on a large scale, there is valid 
reason to believe that the government 
will not need any new money to meet 
its deficits. Hence, while as stated 
above, the deficit of the government is 
a very vital problem, its inflationary 
influences are not prevalent at the pres- 
ent time. 


The large amount of deposits and of 
excess reserve balances do constitute a 
potential danger of inflation. How- 
ever, as is evidenced by the slow turn- 
over, individual owners of these de- 
posits are not using these funds and the 
banks are not utilizing their excess re- 
serve balances. Thus for the immedi- 
ate future, there is no danger of infla- 
tion in the United States unless, of 
course, the President utilizes the pow- 
ers granted to him by the Thomas 
Amendment to the Agricultural Ad- 
justment Act to issue $3,000,000,000 
of paper money. For the time being, 
however, such action is very unlikely. 


III. Intermediary Recession: Per- 
sonally, I am of the opinion that the 
United States is at the present time 
witnessing a recession in the business 
cycle such as was witnessed in 1924 
and again in 1927. The present reces- 
sion was brought about by the sharp 
increase in prices, by the accumulation 
of inventories, and by the sharp in- 
crease in the cost of production, par- 
ticularly of labor. If this recession had 
not set in we would have had a spiral 
movement between prices on the one 
hand, and labor on the other, with a 
decrease in the purchasing power of 
the dollar. While the recession is pain- 
ful, I believe that it is wholesome and 
that it will lay the foundation for fur- 
ther recovery in the heavy goods in- 
dustries. 





CREDIT and FINANCIAL MANAGEMENT .... 


JANUARY, 1938 














Not unknown to our readers is 
the author of this article. He has 
been Secretary and then President 
of the Seattle Association of Credit 
Men and later a Director and Vice 
President of the National Associa- 
tion of Credit Men. In the latter 
post he was the first man from that 
city to receive national recognition. 
Currently, he is a member of the 
Board of. Directors of the U.S. 
Chamber of Commerce and recent- 
ly he represented that organization 
in the joint Foreign Trade Confer- 
ence between this country and 
Canada. This article is based on 
an address in October before evi- 
dence developed that the govern- 
ment is somewhat desirous of 
adopting measures to relieve busi- 
ness. But the pith of this discussion 
is untouched by recent develop- 
ments. It is worth reading twice. 


What do we mean by “business” ? 
The man in the street, and even 
many who are actually a part of 

the vast group comprising business 
have in the bewilderment prevailing 
during the past few years, come to re- 
gard business considered as a whole as 
representing a gigantic combined 
agency which has contributed substan- 
tially to the deranged conditions 
against which this country has con- 
tended and is still contending, and not 
as Merle Thorpe, the able Editor of 
Nation’s Business.so aptly states: 

“American business as a whole is 
simply the total of the thousands of 
businesses we all know, and in which 
most of us are engaged. It is not an 
ogre in another state.” 








What's ahead for 


business in 1938? 


by J. W. SPANGLER, Vice President, 
Seattle - First National Bank, Seattle, Wash. 


Business in reality is made up of the 
little community grocery store, the shoe 
dealer, the big department store, the 
restaurant, the steel manufacturer, the 
bakery, the automobile manufacturer, 
the local cross roads general store and 
the railroads, all engaged in barter and 
exchange of goods, labor and services. 

In the confusion, turbulence and 
terror subsequent to 1929 we, the 
American people, ever emotional and 
intemperate under stress, again lost our 
poise, forsook proven-fundamental eco- 
nomic. principles, abandoned the doc- 
trine of thrift and industry and ac- 
cepted proffered refuge in a form of 
alleged benevolent governmental re- 
demption which, if accomplished, will 
be at the price of the very existence of 
the business and industry upon which 
the prosperity and happiness of all 
depends. 

Excessive and multiplied taxation, 
various forms of regimentation, social 
relief, war and rumors of war, govern- 
ment competition with private capital 
of its citizens, labor—industry strife, 
inter-union jurisdictional controversy, 
tampering with the Supreme Court, 
threats of dictatorship, and a score of 
other realities are both here and ahead 
for business. 

The complete withering effect of 
these has not yet been fully experi- 
enced. General business today, meas- 
ured in terms of volume and to some 
extent profits, is greatly improved. 

When both evolution and near 
revolution are exerting an influence 
upon our lives and practices, it 
is easy for us to be critical, When a 
state of confusion prevails in every 
department of life’s activities, such as 
we have witnessed since the fall of 
1929, it becomes difficult to value all 


of the influences concerned and intem- 
perance of expression and hasty judg- 
ment are invited. 

No fair estimate of what has been 
done to relieve our situation would con- 
demn all of the measures employed to 
that end, nor can it be expected that 
any human agency could be free from 
error in attempting to cope with such 
complexities as have beset us. Our 
present consideration should be the se- 
lection of means that will reasonably 
insure the perpetuity of business hav+ 
ing due regard that the means applied 
to this end shall not do violence to our 
business, industrial, political and 
social order. 

Americans are notoriously intem- 
perate and immoderate — God bless 
them all. Under confusion and dis- 
tress their impulsive characteristics re- 
sult in rushing from one extreme to 
another, but usually in the end a 
fairly temperate and intermediate posi- 
tion is taken. 

Just now we appear to be again at 
one of these extremes and there are 
those of high standing who declare that 
revolution in government is actually 
pending, , through a: centralization of 
executive authority calculated to create 
the equivalent of a dictatorship under 
a less offensive and less alarming title. 

Since there has been so much and 
so frequent reference to trends in the 
direction of dictatorship, may I, with 
no intent to discuss the merits of the 
proposals, present to you briefly just 
how this trend is manifest to those 
who assert its existence? 

It is chiefly represented by certain 
legislative proposals advanced and 
recommended by the present Adminis- 
tration to the previous session of Con- 
gress, and which, if passed, would 
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result in greatly increased centraliza- 
tion of power. 

They are: 

1. A bill providing, among other 
things, for the reorganization of the 
executive department of the govern- 
ment—creating a secretariat of six 
members—creating a national . plan- 
ning board—all responsible to the 
President alone. 

2. Wage and hours bill—creating 
a labor standards board of five, ap- 
pointed by the President and clothed 
with extraordinary authority over in- 
dustry. 

3. A bill providing for water and 
flood control—creating seven regional 
authorities encompassing the country 
and extending vast authority over agri- 
culture and power activities. 

4. The bill relating to the Supreme 
Court and its proposed enlargement, 
etc., with which we are all familiar. 

Space limitation forbids more than 
the briefest comment upon the pro- 
posals enumerated, but inasmuch as 
few of us are definitely informed as 
to the alleged threats to our: present 
form, I am justified in saying, in the 
interest of fairness and moderate clar- 
ity, that the first of the President’s pro- 
posals would make the independent 
offices of the government, the quasi- 
judicial agencies, such as the Interstate 
Commerce, the Federal Trade, the 
Tariff and the Securities and Exchange 
Commissions and the like, subsidiary 
bureaus under the dictation of various 
offices in the Executive Cabinet. 

Transfer, abolish, or consolidate 
bureaus and agencies. 

Dominate the already attenuated 
Civil Service. 

Create at least two new Cabinet 
offices. 

Appoint six Presidential assistants, 
“with a passion for Anonymity.” 

Abolish the General Accounting 
Office, the independent audit agency 
set up by Congress as a check on the 
expenditure of monies appropriated by 
Congress for the specific purposes set 
out in appropriation bills and to trans- 
fer that function to the Treasury 
Dept., a subsidiary of the Executive. 

Create a new audit bureau to re- 
port to Congress how the money it 
appropriates is spent, after it is spent; 
in other words, a post-audit rather than 
a pre-audit check on public expendi- 
tures. 

It contains a provision for a federal 
agency to effect the utilization of both 
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Will the bears keep driving the bulls and lambs 
in 1938 or will the bears be forced to retreat? 


“human and natural” resources, which 
by some is interpreted as an extension 
of regimentation, and it is also boldly 
asserted by some that the reorganiza- 
tion recommended is not in the inter- 
est of economy and efficiency as has 
been stressed, but is primarily for fur- 
thering increased centralization of 
executive authority. 

The second proposal—the so-called 
“40 cent—40 hour” legislation, would, 
it is asserted,. result in price increases, 
lessen consumption, increase unem- 
ployment, and fetter business and in- 
dustry. 

Concerning the third item — fre- 
quently designated as water and flood 
control measure—it would divide the 
country into seven areas with the con- 
trol of water resources presided over 
by a federal administration similar to 
the Tennessee Valley Administration. 
The experience with the T.V.A. sug- 
gests an extension of government com- 
petition with private business. 

Respecting the Supreme Court pro- 
posal, no comment from me is required. 


These brief references are made to 
indicate that those alleging dictator- 
ship intents, consider that there exists 
a foundation for their fears and viewed 
in its entirety a dismal prospect is in- 
dicated. 

The whole world is in fomentation. 
Changes in forms of government have 
been frequent and it becomes incum- 
bent upon you and me as individuals 
and as groups to resist the imposition 
of measures calculated to rob us of the 
blessings of liberty heretofore guaran- 
teed to us under the constitution. 

We do not want regimentation in 
labor or in industry, nor do we want 
individually to be deprived of the 
proper rewards resulting from indi- 
vidual effort and achievement. 

My personal view is that because of 
the prevailing human characteristic of 
selfishness it is unwise and unsafe to 
lodge too great a measure of freedom 
of action in any individual or group 
without some measure of accountability 
to a higher authority, but this does not 
mean regimentation (Cont. on page 31) 
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moves in— 


by A. W. SANDE, General 
Credit Manager, John Lucas 
& Co., Inc., Philadelphia, Pa. 


telligent and capable head of the 

Department of Justice, has been 

giving vigorous voice to the old, 
old adage: “An ounce of prevention is 
worth a pound of cure.” Insistent pub- 
lic demand for a movement to eliminate 
crime at its source—childhood environ- 
ment—is aiding Mr. Cummings in his 
courageous fight for the coordination of 
the efforts of cities, counties and states 
under a Federal Bureau of Crime Pre- 
vention. 

In 1900, in just such a manner, the 
first Credit Interchange Bureau was 
installed for the prevention of excessive 
credit losses at their source—lack of 
accurate, up-to-date, complete ledger in- 
formation. 

By 1920 the popularity of exchang- 
ing ledger experiences became so great 
that a National Credit Interchange 
System came into being under the 
auspices of the National Association of 
Credit Men, with an initial chain of 
twenty bureaus and 1,500 subscribers 
to the services; organized to dissemi- 
nate without profit the ledger experi- 
ences of practically every type of 
creditor on any given customer, wheth- 
er that customer would buy from a 
hardware manufacturer in Texas or a 
drug manufacturer or wholesaler in 
Rhode Island. 

The amazing thing about it all is 
that today in spite of loss in member- 
ship during the longest and most severe 
depression of recent years, fifty-nine 
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bureaus and better than 7,000 subscrib- 
ers are rendering day.in and day out 
the invaluable service to the nation of 
accurately recording and disseminating 
the information as to the pay habits of 
millions of customers with whom their 
subscribers do business. 

Where else can you in this day and 
age buy a report on any one of your 
customers that will range in price from 
a minimum of 35c to a maximum of 
60c for each report, which includes 
complete information regarding pay 
habits, developed by this wide-awake, 
non-profit, member owned, National 
Credit Interchange System? 

You and I have often heard execu- 
tives and credit men say, “All I need 
is an accurate, up-to-date financial 
statement to determine the condition of 
my customer’s business.” Well, that’s 
true to a degree if one can obtain them; 
but if all of us were to check our credit 
files tomorrow we'd find this startling 
condition, that very few of them are in 
file or can be obtained. Now suppose 
that we are successful in obtaining all 
the financial statements that we need. 
Would even that condition be sufficient 
insurance against excessive credit 
losses? Modern credit men say “Ab- 
solutely Not!” The only infallible 
proof of a customer’s ability to pay is 
the actual up-to-date record of how he 
does pay. 

Some credit men have been heard to 
say—‘“I can get all the information I 
want from my customer’s references 
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through direct inquiry.” That, too, is 
a fallacy because hand-picked refer- 
ences do not as a rule include the 
creditors who are not being paid 
promptly; neither do they give a com- 
plete picture of all your customer’s 
creditors and the amounts of credit 
granted, with the conditions of the 
balances stated. 

Our experience with direct inquiries 
in the past was: First, that it was too 
costly; secondly, too slow; third, inac- 
curate because of competition and 
fourth, incomplete. It costs ten times 
more to send out ten inquiries than it 
does for one sent directly to the Inter- 
change Bureau. This, of couise, in- 
cludes time, stationery, an average of 
6c postage per piece, with the possi- 
bility staring one in the face of having 
to make a second request for informa- 
tion or perhaps a third—depending up- 
on the success of each mailing. It 
wouldn’t be unfair to the “direct in- 
quiry system” to say that the average 
group of requests for information 
would cost at least $1.50, as compared 
with the top price of 60c for an Inter- 
change Report. ; 

Recently I have had the interesting 
experience of acting in the capacity of 
Chairman of the Credit Methods & 
Practices Committee of the Credit In- 
terchange Bureau of Philadelphia. 
Through this body of men, represent- 
ing eleven different industries in Phila- 
delphia, several new ideas have devel- 
oped which will promote a speedier and 
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the commercial crooks 





more complete Credit Interchange Re- 
port. The recent surveys of our Com- 
mittee revealed the amazing swiftness 
with which the intricate Interchange 
machinery functions today in the com- 
pilation of your Credit Interchange Re- 
port. 

These Bureaus, all operating on a 
uniform plan—the best that has been 
devised to date, are a monument to the 
men who are unassumingly building, 
promoting and smoothing out the kinks 
in this National Credit Interchange 
System, which I believe in the next few 
years will be one of the greatest single 
factors in the protection and perpetua- 
tion of legitimate business. 

A short while ago I was informed 
that one of the most important Credit 
Interchange Bureaus, fostered by the 
National Association of Credit Men, 
was being installed in New York City. 
I have been watching with the keenest 
interest the development of that most 
important link in the rapidly strength- 
ening chain of Bureaus, created by and 
for you and me for the sole purpose 
of helping us to do a better job of 
granting credit. —The New York credit 
fraternity is to be congratulated upon 
this new Bureau, which should prove 
to be one of the greatest recent events 
in the history of Credit Interchange. 

It means eventually the pooling of 
all ledger experiences from the various 
trade associations under one roof. At 
the same time, it opens the door which 
leads to the information contained in 
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the ledgers of thousands of other busi- 
ness houses throughout the nation at 
a cost so low that it is almost unbeliev- 
able. It is hard to calculate the tre- 
mendous, beneficial influence that this 
Bureau will have on all the other links 
between here and the Mississippi River, 
where greater strength is needed, but 
one can safely say that the business men 
of the Atlantic Seaboard can look for- 
ward to much greater security for their 
valuable receivables. 

Now, you business men—just think 
what we could do in the way of con- 
structive credit control if within the 
next ten years we could get the signa- 
tures on Interchange contracts, most 
suitable to the subscriber, of 75% of 
the 137,251 manufacturers and 70,032 
wholesalers of the country. Inasmuch 
as 90% or more of today’s business is 
done on credit, isn’t it fair to assume 
that another tremendous factor in the 
stabilization of business will have been 
brought about by the addition of many 
thousand new members, whose ledger 
experience with their customers would 
enable us to avoid the pitfalls that 
yawn before us because of the lack of 
that information now? 

It is very, very certain that if the 
actual credit losses and the part they 
play in the cost of our merchandise and 
the effect they have on employment be- 
cause of bankruptcies, receiverships, 
etc., were known, that Mr. John Q. 
Public would raise such a hue and 
cry for a law compelling every busi- 
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ness house to become a member of a 
Credit Interchange Bureau that the 
Congress and Senate would certainly 
have to work overtime to get that piece 
of legislation through. 

It is time for business executives 
everywhere to check their own busi- 
nesses to determine whether or not the 
life-blood of their business—their ac- 
counts receivables—is being properly 
protected by complete, up-to-date, ac- 
curate Credit Interchange Reports. If 
they find that that accounts receivable 
insurance, which is what it really is, 
is not a part of their credit file, then 
a membership in the nearest local 
Credit Interchange Bureau should be 
obtained without delay; and each one 
should wholeheartedly take an active 
part in this civic movement to sell, ad- 
vertise and promote an increased mem- 
bership and usage of Credit Inter- 
change so that several thousand addi- 
tional members can become a reality in 
the next ten years. 

Let’s get the national and _ local 
Board of Directors of the National As- 
sociation of Credit Men; the national 
and local Chambers of Commerce; all 
business associations, and clubs behind 
this important civic movement. We 
shouldn’t forget that the innocent look- 
ing, simple little Credit Interchange 
Report is our assurance of a truthful, 
complete and authoritative picture of 
the character of our customers and 
their ability to care for obligations. 

Let’s give Credit Interchange the 
support and cooperation it so richly 
deserves in the war against excessive, 
unnecessary, business-destroying credit 
losses. 

Remember that when the Credit 
Interchange Bureau moves in—the 
commercial crooks move out. 
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Building credits . 


and mortgages 


Two major factors of the build- 

ing industry are demand for 
Mi property and capacity financing. 

At the present time, to a limited 
degree we have the possible financing, 
but we do not have the demand. Why 
is this? In my Opinion it is due to 
fear, which we know is the greatest 
destroyer of confidence. To a great 
extent this is justified, as we are con- 
stantly reading and hearing of un- 
balanced: budgets, higher taxes, cer- 
tiorari actions in which the courts are 
deciding that assessments are too high, 
which means only one thing, and that 
is that the present method of assess- 
ment is wrong. 

According to statements made at 
public hearings conducted in the New 
York Senate, real estate comprises one- 
third of the wealth of the state, pro- 
duces one-tenth of the income, and 
pays eighty per cent of the taxes. Is 
that not sufficient to make the gentle- 
men of the building industry and of 
the credit: profession realize that they 
have a real job in order to relieve real 
estate of some of this burden? Clear- 
ly, the reason that real estate is so 
overtaxed is that it is the easiest asset 





to tax, due mainly to the fact that it 
cannot be hidden like many other 
assets. 

There is another condition existing 
today of which we should not lose 
sight—one which I think I am safe in 
saying that no one here has ever seen 
equaled; as the only times comparable 
to it are the panics of the ’60’s and ’93, 
which were not on so large a scale. At 
the present time our banks, insurance 
companies, fiduciaries and individuals 
are the unwilling owners of many prop- 
erties on which they formerly held the 
first mortgages. 

To what extent this property 
amounts, I am unable to even guess, 
but I can give you the figures published 
by one of our well known statistical 
services of the 110 largest insurance 
companies in the United States: 

In 1931 their mortgages totaled 
$7,441,593,000; real estate totaled 
$598,702,000; whereas, in 1936 their 
mortgages totaled $4,952,652,000; real 
estate totaled $2,045,936,000, or, ‘on a 
percentage basis, the real estate held 
in 1936 amounted to 27% of the mort- 
gages held in 1931. I believe you will 
agree with me that these are quite 





convincing figures. 

Another fact which we must face is 
that in the ’20’s we had capacity mort- 
gage financing companies for the larger 
projects such as hotels, apartment 
houses, office buildings, etc., for ex- 
ample: S. W. Straus & Co:, American 
Bond and Mortgage Company, Green- 
baum Company, title companies, and 
numerous others, most of which are 
now practically out of business. The 
projects of many of these companies 
became involved for one reason or 
another, but principally because their 
methods of financing were set up on a 
basis which proved to be unsound. 

For the smaller buildings there were 
savings banks, commercial banks, trust 
departments, and insurance companies 
for the financing of first mortgages; 
and second mortgage finance companies 
for junior financing. Today we have 
the same sources of senior financing, 
but there are no second mortgage com- 
panies for the junior financing. 

You have undoubtedly heard the 
method of appraising and also the ap- 
praisers criticized for the present state 
of affairs. With the exception of pro- 
motional cases, I cannot agree with 
this criticism. I believe this criticism 
should be placed upon the shoulders of 
the lenders because of the manner in 
which they drew the mortgage, coupled 
with the method of collection and the 
lack of an adequate follow-up system 
to see that the security underlying the 
mortgage is being maintained in the 
same condition and degree as at the 
time the loan was made. 


In order to prove that it was the 
method of making loans and not the 
appraising that caused the trouble, I 
am quoting some interesting figures 
taken from a survey made for a loan- 
ing mortgage institution not located in 
New York. This was made in 1936 
and revealed that of the amount of 
money loaned on residential property 
which defaulted after 1929, the classi- 


fications were: 
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$7 000—9,900... 2... seeeees 3770 
Over $9,900........-00 000. 4570 
The average being 347s 
Became 
Year loan was made: troublesome 
Rc iAbansesne rani bed 71% 
IQOO—IQIZ ocean ccececeee 73% 
DRE aca ckeenandee es 64% 
PEE. hs cece cdcewense 55% 
BQIB—GOGE «2c occccccasca- 62% 
SEND nn nscecenestces 7470 
The average being 63% 
Became 
Reduction and amortization: troublesome 


Loans increased or unchanged 659% 

Loans decreased ....cccecsss 62% 

Loans amortized ........... 4570 
The average being 63% 


Amortized loans on the following 


rates per year: Became 
troublesome 
OM. o iaccidsdricsdessntes 9870 
RAMEE once ccnccccens 32% 
See ME GO =o <ccn so 000 12% 


The average being 45% 


These figures prove beyond a doubt 
that our system of loaning money se- 
cured by mortgages on the old basis -is 
wrong. Instead of our former prac- 
tice of making mortgages due one day 
or one year after date without a plan 
of payment, we have learned that 
mortgage loans are no different than 
any other type of loan, and they must 
be made on an amortized or partial 
payment basis if we are to prevent a 
repetition of conditions as depicted by 
the foregoing figures. 

As you know, it has been customary 
to loan on the basis of 50% to 60% 
of the appraised value of the property. 
However, the Government now has 
licensed agents under the F. H. A. to 
loan money under their insured plan. 
These agencies are permitted to loan 
80% of the appraised value of the 
property provided the loan does not ex- 
ceed $16,000 and is amortized in equal 
monthly installments over a period of 
not to exceed twenty years. The bor- 
rower’s carrying charge is 614% ; 5% 
being interest on the loan, %4% col- 
lection fee, and 14% insurance fee. 

As the insurance is on the maximum 
amount of the loan, the rate figures 
one per cent on the average amount 
outstanding; therefore the 612% car- 
rying charge. Although it costs the 
borrower 614%, it has, however, elim- 
inated the cost which was necessarily 
added heretofore to take care of the 
second mortgage discount or financing 
charges which were usually on the fol- 
lowing basis: 

Discount 

One year mortgage....... 8% 
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Two year mortgage...... 12% 
Three year mortgage..... 15% 
Four year mortgage...... 18% 
Five year mortgage...... 20% 





by R. F.. HARRISON, 

Executive Vice President, 

First Trust & Deposit Co., 
Syracuse, N. Y. 


The F. H. A. plan is a step in the 
right direction in that it saves the bor- 
rower the finance charge, and gives 
him a long term .mortgage, and it im- 
proves the liquidity of the lending in- 
stitution which has the privilege of 
borrowing from the Federal Reserve 
Bank, using the mortgages as collateral 
security. 

This will not solve our problem. 
We must go further and eliminate fear 
by the reduction of taxes and the bal- 
ancing of the Federal budget, which 
will enable us-to plan our personal 
affairs accordingly. 

Although, as stated before, there is 
a tremendous amount of property now 
owned by the former first mortgagees, 
we still have a potential market for 
new properties if the proper basis of 
financing can be arranged. A normal 
building year in the United States 
provides about 500,000 new dwelling 
units, whereas in the urban areas of 
the nation for the first six months of 
1937, the number of residential units 
produced amounted to only 118,597, 


aigeie’ — AER 


or about 40% of normal, and compares 
with 85,160 units for like period of 
1936. These figures prove conclu- 
sively that, due to the lack of building 
in the years referred to, there must be 
a need for a larger number of units 
to be built in the future. 


At this point it might be of interest 
to quote some figures comparing resi- 
dential building in the United States 
with that of England and Wales for 
the years 1933, 1934 and .1935: 

In the year 1933 there were 236,- 
763 residential units built in the three 
countries, 15.4% built in the United 
States, 84.6% in England and Wales. 

In the year 1934 there were 297,- 
965 units built in the three countries, 
10.5% built in the United States, 
89.5% in England and Wales. 

In the year 1935 there were 408,- 
486 units built in the three countries, 
19.9% built in the United States, 
80.1% in England and Wales. 

Perhaps it would be well for us to 
take a lesson from our foreign neigh- 
bors. -For instance, France has a com- 
pany called Credit Foncier, established 
1852, which has weathered two major 
wars, in one of which France was de- 
feated, and the other (the World 
War) was claimed by many even more 
disastrous. However, in addition to 
surviving these two wars, Credit Fon- 
cier has also survived an 80% defla- 
tion in the franc, and yet it has never 
defaulted in the slightest degree. It 
is my understanding that they finance 
short and long term.amortized mort- 
gages and issue~‘debentures against 
them which are sold to the public. 

In England, it was to the Building 
Societies that the Minister of Health 
turned in 1921 to stimulate the grow- 
ing movement for house purchase by 
installments. But many persons who 
were anxious and willing to purchase 
houses were unable at that time to 
finance the initial payment. 


The Building Societies were pre- 
pared to advance 75% of the cost to 
the credit-worthy purchasers. They 
found, however, that the number who 
could pay or finance the remaining 
25% was comparatively small, so the 
Government arranged to supplement 
the 75% advance with an extra 15% 
to be made by the local authority in 
whose jurisdiction the housé would be 
situated. This could take the form 
either of an actual loan or a guarantee 
to the Building Society that this addi- 
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tional proportion of the loan would 
be repaid. 

The Central Government also un- 
dertook to bear half the loss in case of 
default in the payment of this 15%. 
This initial payment was thus reduced 
to 10% and the necessity for a second 
mortgage abolished—so far as the 15% 
was concerned. Even the initial pay- 
ment of 10% was found to be beyond 
the resources of many of the would-be 
purchasers, so the building industry 
came forward with an extra facility. 
In order to secure the contract to build 
the house, the builder would offer an 
additional advance of 5%, thereby 
bringing the total financing up to 95% 
of the purchase price, leaving the pur- 
chaser an initial payment of only 5%. 

In all such cases, it was understood 
that the builder should have priority 
in the repayment of loans. The figure 
of $7,500 was fixed as the maximum 
price to be eligible for this assistance. 

In 1935, a Committee known as the 
Mortgage Commission, was appointed 
by the Governor of New York State 
to study our mortgage situation and 
make recommendations. To date very 
little has come of this. Unless we do 
get some relief, it is my belief that we 
shall see some group with private capi- 
tal organize a large mortgage bank 
which will handle the situation with 
lower interest rates and longer term 
amortized mortgages. 

1. What are present sources of 
mortgage money? 

1. Individuals. 

2. Trust Funds—Teachers Retire- 
ment Fund. 

3. Insurance Companies. 

4. Savings Banks. 

5. Federal Housing Administration. 

2. What per cent of cost can be 
financed on a single mortgage? 

Mortgage lenders prefer not to loan 
over 50%, although on new building 
they may in some instances loan up to 
6624%. The F. H. A. will insure a 
loan up to 80% of their appraisal. 

3. Where can a_ speculative 
builder go for financing? 

1. Under the F. H. A., an opera- 
tive builder is eligible to apply for the 
benefits of mutual mortgage insurance 
* upon the same general basis as the 
individual home builder. As a gen- 
eral rule, however, there exists a con- 
siderable difference in the size of the 
prospective operations and a basic dis- 
tinction in the nature of the operations 





What about the 
East— far West— South? 
Sirs: 


I am very pleased to be able to 
tell you that about seventy replies 
have been received to my article 
in November “Credit and Financial 
Management.” (Pages 16 and 17— 
The “Junior Execs” and the credit 
department). 

As a matter of fact, they are still 
coming in and this morning two 
more were received. Undoubtedly 
there will be others before the end 
of the week. This should give you 
an indication that your magazine 
is really read by the credit men 
throughout the country, as you 
know from surveys published, the 
small amount of readers who will 
take the trouble to write. 

The responses have been very 
general. Several of them have 
emanated from Canada, others from 
California, Chicago, Indianapolis, 
and Texas, but, strangely, with the 
exception of one letter from Atlanta, 
Georgia, the south is not repre- 
sented at all. 

From the addresses, your maga- 
zine, and perhaps the Credit Asso- 
ciation is strongest in the middle- 
West and Rocky Mountain section, 
for the bulk of the replies are from 
companies located in that sector. 

Thought this would be interesting 
to you, and you may be sure I per- 
sonally am more than pleased with 
the response. 

Kindest personal regards. 

Yours very truly, 
J. F. Welsh 
The McCormick Sales Company 
Baltimore, Maryland 





which makes it necessary that greater 
emphasis be placed upon certain fac- 
tors and that additional regulations be 
set forth to carry this emphasis into 
effect. 

2. In some instances, to obtain bet- 
ter return on their savings, individuals 
are financing limited amounts to ‘some 
sections for speculative building. 

3. Some life insurance companies 
will accept applications from specula- 
tive builders where the project is eco- 
nomically sound. 





4. To what extent will mortgage 
lender try to protect material 
men? 

The lender usually takes a building 
loan agreement in addition to a mort- 
gage at the time the application for 
financing new construction is made. 
The building loan agreement should 
contain a trust clause whereby the 
borrower covenants that he will re- 
ceive any and all advances on the 
building loan as a trust fund to be 
applied first for the purpose of paying 
the cost of improvement. Should the 
borrower divert the funds, the mate- 
rial men may file a lien against the 
property at any time during the con- 
struction or within a period of four 
months after the completion of the im- 
provement. ‘The law goes a step fur- 
ther to protect against diverting of 
funds by providing that anyone com- 
mitting such an act is guilty of larceny 
and punishable according to the penal 
law. 

5. Does mortgage lender satisfy 


. himself as to the availability of 


funds above mortgage to complete 
building? How? 

Yes. 

1. By acquiring a financial state- 
ment and earning statement of the 
borrower at the time the application 
is made. 

2. By checking the costs of construc- 
tion as planned by the borrower. 

6. How can such information be 
made available to material men? 

The material men should require 
a financial statement directly from the 
borrower before approving any credit. 
They should also examine the speci- 
fications of the building to be con- 
structed and study the cost as out- 
lined by the borrower. 

7. What evils present in build- 
ing credits in the ’20’s have now 
been eliminated, and how? 

1. Building out of line with per- 
son’s ability to repay has been elimi- 
nated. 

2. A closer survey and inspection of 
the locality in which the building is 
to be erected prohibits a building to 
be put up contrary to the physical 
characteristics of the district in which 
it is located. 

3. A more thorough study by the 
lender of the original plans and speci- 
fications followed by frequent inspec- 
tions as the construction progresses. 
This eliminates the possibility of a 
contractor cutting (Cont. on page 33) 
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SAMUEL F. JACOBSON of Blum & Jacobson, Attorneys, Chicago, IIl., discusses 


Legal aspects of building credits 


methods used in the building boom 

construction era contributed more 

to the financial collapse of the 
country than any other single cause. 
Unfair trade practices, dishonest 
methods involving fraudulent contrac- 
tor’s affidavits and false statements to 
bond houses, made by owners and con- 
tractors for the purposes of securing 
cash advances for pyramiding purposes, 
were a common practice. Making 
false affidavits was considered a mere 
formality. 

Space would not allow the enumera- 
tion of all the credit and collection 
evils arising out of the building boom 
era. In fact, they were too well 
known by everybody in the industry to 
require repeating. 

Manufacturers and jobbing houses 
were equally guilty of allowing special 
discounts and competing for the privi- 
lege of accepting part of the purchase 
price of good materials in worthless 
junior securities. This type of com- 
petition increased the losses sustained 


= It is indisputable that the credit 
u 


by labor, the investing public, material 
men and manufacturers. It created a 
loose credit situation which enabled 
thousands of reckless and irresponsible 
persons who claimed to be builders to 
build up only a large army of ne’er- 
do-wells who knew nothing about plans 
and specifications. 

These self-styled general contractors 
were the carpet-baggers of the boom 
days. Doomed to failure even before 
they started most of them have since 
gone through the bankruptcy wringer, 
leaving behind a vast number of un- 
finished buildings and worthless securi- 
ties on involved buildings. The great 
number of unfinished structures stand 


‘out as monuments to the folly of a 


reckless credit age and have become 
the jumping-off places for many who 
could see no other way out of their 
financial dilemma. 

Are building material men who are 
still licking their wounds ready to 
make the same mistakes when the con- 
struction industry is revived? Are 
they again going to forget the night- 





mare which was responsible for the 
passage of special bankruptcy laws to 
meet a chaotic situation as a result of 
real estate bond crashes? 

We find the same group of irrespon- 
sible, incompetent carpet baggers now 
standing by watching for the re-open- 
ing of the building activity so they may 
again step in and take a whirl at the 
expense of legitimate contractors and 
material men. As a matter of fact, a 
great number of these so-called con- 
tractors are now figuring on what few 
jobs there are now available. 

There can be no rehabilitation in the 
building industry unless the old meth- 
ods are discarded. ‘The challenge to 
these racketeer operators must be met 
now before it is too late. When con- 
struction is on in full force, executives 
will be too busy scanning operating 
figures. They will again overlook the 
important fact that losses, due to break- 
neck competition, loose credits, and the 
failure of the material men or subcon- 
tractor to preserve their legal rights 
in the protection of their accounts re- 


Building credit prob- 
lems were non-exist- . 
ent for the builder of 
this home when this 
photograph was taken 
around 1900 in Idaho's 


“forest primeval.” 
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ceivables, are dangerous to the industry. 

The great number of substantial 
general contractors who have become 
insolvent because of uncollectible ac- 
counts receivable carried on their- books, 
which should have been prior secured 
lien claims, illustrates the point. Their 
lien rights had been waived or traded 
away for worthless junior securities or 
unsecured notes. The ease with which 
waivers were given in return for “blue 
sky” is reminiscent of the bucket-shop 
trading days. 

Smooth-tongue builders were trad- 
ing mechanics and contractors out of 
their first prior liens. The mechanics 
having their securities taken away 
from them were unable to pay their 
bills to the material man who also neg- 
lected to protect his lien rights. The 
contractor is not an ordinary credit 
risk. His financial statement and the 
three C’s guide are of little value in 
determining the degree of credit risk. 
His pricipal factor in paying bills is 
the extent of his ability to make collec- 
tions. If he does not get paid he can- 
not meet his obligations to the material 
men. 

_ It is impossible to legislate the folly 
of the credit executive who appraises 
a credit for the sole purpose of increas- 
ing his volume of business rather than 
on the merit of the project or the de- 
gree of risk assumed. We now have 
sufficient laws on our statute books to 
amply protect the reasonably careful 
creditor. As a matter of fact, the 
greatest losses were sustained by vol- 
untary waiver of legal rights or neglect 
by material men and subcontractors to 
take the protection the laws of the 
state gave to suppliers of building 
materials. 

Betterment of conditions in any in- 
dustry, particularly protection of 
credits, comes only after careful plans 
are put into effect. Prior to the pass- 
age of the Bulk Sales Law, False 
Statement Act, the Bad Check Law 
or even the simple amendment to the 
Bulk Sales Law during the last session 
of the legislation, industry suffered 
considerable losses because of inade- 
quate legislative protection. These 
loop holes in the law increased the op- 
portunities of unscrupulous debtors to 
obtain advantages over their creditors. 

It would seem in the light of the 
recent experiences that the building in- 
dustry should endeavor to remedy some 
of the conditions which have obviously 
proved the most costly to the industry. 





How to cut 
building costs: 


Ten helps to lower building costs 
are outlined by Bernard J. Johnson, 
Editor of the American Builder and 
Building Age: 

1. Lower financing costs are now 
available under a single long-term 
mortgage in place of the old short- 
term first, second and land contract 
system. 


2. Building sites are now priced 
for use, not for speculation. 


3. Construction costs are cut 
through increased use of factory- 
produced units of materials and 
equipment. 

4. Labor costs are cut through 
increased operating efficiency due 
to modern tools and power equip- 
ment. 


5. Lower costs result from use of 
simplified house designs, planned 
for stock sizes of materials and 
parts, and elimination of useless 
ornament. 


6. Economies are enjoyed arising 
from present vogue for smaller, 
more compact houses with multiple 
use of space for sleeping, dining 
and “living.” 

7. Savings in fuel costs are ex- 
perienced from the use of insula- 
tion and the employment of other 
present high standards of construc- 
tion. 

8. Savings in upkeep and main- 
tenance costs result today from bet- 
ter design and use of proper long 
life materials. 


9. Lower sales costs are figured 
on houses built for sale by opera- 
tive builders, and a smaller profit 
margin is being asked by contrac- 
tors. 

10. A way to lower tax costs has 
been discovered through the “out 
to the suburbs” and “into the coun- 
try” movement. 

The home builder of today gets 


the advantage of all these ten 
favorable factors. 


Dollar volume 


From a peak of $11,060,000,000 in 
1928 the volume of construction de- 
creased to a low of $3,002,000,000 
in 1933. It increased to $6,784,000,- 
000 in 1936. 


For instance, it is rather strange that 
Illinois should be one of a minority 
group of states which make liens in- 


‘ferior to encumbrances created after 


the commencement of an improvement. 
There are only five states in the entire 
Union that fall in that category of in- 
ferior lien protection. ; 

The adjoining state of Wisconsin 
has two enactments to its lien laws, 
which should be made part of the law 
of this state. One concerns itself with 
embezzlement by contractors. The 
other with the wrongful use of ma- 
terials. By a simple enactment, Wis- 
consin and a vast majority of the other 
States provide that monies paid to a 
contractor constitute a trust fund in 
the hands of a contractor to pay all 
sub-contractors. It is a penitentiary 
offense to divert the use of this trust 
fund. 

Of course, some of the more alert 
credit men have been using the trust 
receipt for waivers of liens delivered to 
contractors, yet this protection is bur- 
densome and_ inadequate. _ Illinois 
should add to its mechanic’s lien law 
the Wisconsin provision. making the 
mis-use of such a trust fund in the 
hands of a contractor at least a mis- 
demeanor. It should likewise make it 
a misdemeanor to wrongfully cause 
material purchased to be used in a de- 
signated building to be moved and 
placed in another building without the 
written consent of the material man. 
These enactments would give creditors 
two strong weapons to aid in guarding 
receivables. 

The uniform mechanic’s lien act 
which has been approved by the Na- 
tional Counsel of Commissioners of 
Uniform laws and by the American 
Bar Association has many unsatisfac- 
tory features which would deprive con- 
tractors and subcontractors of many 
rights they now possess. However, 
one provision it contains should be of 
great value in protecting the rights of 
material men. It is a provision for 
taking a bond from the contractor by 
the owner which would be an obliga- 
tion for the payment of all lien claims. 

Another loop hole in the mechanic’s 
lien law which has cost material men 
a great deal because of the inadequacy 
of protection is the many instances 
where new fixtures are installed by re- 
placing old fixtures. The burden of 
proving enhancement of. value is now 
upon the supplier rather than the 
owner or mortgagee who receives the 
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benefit of the improvement. This 
should be clarified with a view of 
changing the burden of proving en- 
hancement of value to the owner and 
mortgagee instead of the claimant who 
has in most cases found himself at a 
disadvantage. 

It is generally recognized that the 
National Housing Act was a great in- 
fluence in increasing the volume of 
building material business. The time 
selling methods developed under the 
F. H. A. will no doubt become per- 
manent sales policies. The volume of 
business obtained through this method 
of selling justifies the continuance of 
selling material to owners and dis- 
counting the time paper for the con- 
tractor. Now that the insurance bene- 
fits of the Federal Housing Adminis- 
tration: have ended, -the risk. andthe 
problem to protect this method of sell- 
ing has been shifted to the material 
men. 

The jobber who sells under condi- 
tional sales contract is confronted with 
a difficulty in the state of Illinois. 
Under the well known Sherer-Gillett 
decision the seller of material under a 
conditional sales contract seems to have 
a valid secret lien although it is not re- 
corded. This Appellate Court deci- 
sion has created legal rights under a 
conditional sales contract without any 
enactment by the legislature. It recog- 
nized a secret lien as against other 
credit grantors. However, this deci- 
sion has been of little protection to the 
building industry. 
held consistently that the conditional 
vendors claim of title in the material 
furnished without notice is ineffectual 
as against a subsequent, bona fide mort- 
gagee of the reality. 

From a practical standpoint, courts 
of equity have made it difficult to re- 
claim fixtures or supplies covered by a 
vendor after the appointment of a re- 
ceiver in a foreclosure proceeding by 
the mortgagee. In order to definitely 
establish the rights of: a conditional 
vendor and create a sound market for 
installment paper issued under a con- 
ditional sales contract it is of vital im- 
portance that the legislature provide 
for the recognition of conditional sales 
contract by definitely fixing its legal 
statute. 

The Stover Company case which 
went to the Appellate Court is an il- 
lustration of the point. The question 
as to whether or not the simple condi- 
tional sales contract amounted to a 


~. 


Our courts have - 


Why people 
don’t build: 


Important reasons why people 
do not build homes, according to 
the Portland Cement Associatio 
are: 

1. High real estate taxes. 

2. General business uncertainty. 


3. Large unemployment. 
4. Depletion of family reserves. 


5. Prospective buyers have been 
told repeatedly by the building in- 
dustry that just around the corner 
they can get a factory-made house 
with all the modern conveniences 
at about half the price they would 
pay for a house constucted by ordi- 
nary methods. 

6. Too many friends. of -prospec- 
tive builders, who did buy during 
the previous building boom are 
now thoroughly soured on what 
they got. 


Among the changes considered 
important by the Association are: 


l. Public confidence in home 
ownership must be restored. 


2. There must be developed in 
each community house building 
organizations which will combine 
as many as possible of the various 
transactions necessary to provide 
houses, including the acquisition 
and improvement of the real estate, 
construction, financing, insuring 
and selling of houses. 


3. Manufacturers of building ma- 
terials and equipment must devise 
the most efficient and lowest cost 
methods of using their products and 
assist in training the various crafts 
in their proper use, so that unneces- 
sarily high prices are not quoted 


‘due to ignorance. 


Public 


The greatest lag has been in the 
construction of low cost housing. 
The total number of dwelling units 
built or under construction by the 
federal government to date is only 
27,161. 


Private 


Private residential construction 
accounted for 39.2 per cent of the 
total construction outlay in 1928 
and only 18.4:per ‘cent in 1936. 


chattel mortgage which should have 
been recorded was involved. The 
lower Court held that refrigerators 
were attached to the realty and there- 
fore the Receiver took possession of the 
property on the theory of a lien by 
virtue of the trust deed. Unfortun- 
ately the Appellate Court never passed 
on this point. The defense was aban- 
doned. The legal question is still in 
abeyance, and the state law is in con- 
fusion without an adjudication of the 
question by the supreme court. 

We have noted a few of the prob- 
lems confronting the appraising of 
credit and the need of further protec- 
tion after merchandise has been turned 
into an account receivable. Every legi- 
timate jobber, manufacturer, contrac- 
tor and trade association should be 
vitally interested in securing for the 
building :industry..adequate- credit pro- 
tection. Thousands of contractors, 
architects and material men will ulti- 
mately benefit from the strengthening 
of the laws pertaining to liens and 
credit protection. All will receive the 
advantages of the proposed improve- 
ments. 

These observations are the result of 
experience in the handling of millions 
of dollars of secured and unsecured 
claims against contractors, builders and 
owners. As a result of collaborating 
with leaders of the industry the follow- 
ing program of legislative aid has been 
evolved. 


I 
Amend Section 24 of Chapter 82 of 


the mechanics’ liens laws permitting 
sub-contractors and material men 
ninety or one hundred twenty days 
after the completion of work or de- 
livery of material to serve notice of 
liens on the owner. This amendment 
would provide the credit man with an 
additional thirty or sixty days after an 
account becomes due to determine 
whether or not he wants to protect the 
open account by filing a mechanics’ 
lien claim. Under the law as it is at 
present the average bill becomes due 
about the time when the sub-contrac- 
tor’s or material man’s lien period ex- 
pires. This would simplify the task of 
making a decision at the credit desk 
before the account is delinquent. 


I 


Enact the Wisconsin provision of 
their mechanics’ liens law providing 
that monies paid to (Cont. on page 48) 
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Reproduced on this page is the 
page from our January issue carry- 
ing a letter written to “Credit 

and Financial Management” by 
the officer of a large Eastern company 
concerning the problem of terms. From 
numerous letters we have received in 
response, the following present an in- 
teresting cross-section of the reaction 
of our readers to this problem and how 
they advocate handling it when it 
arises. 

The big idea obviously is “thumbs 
down” on the ““Terms-Chiselers.” 


From R. L. Stoughton, Production 
Manager of the Lee Spring Com- 
pany, Inc., Brooklyn, N. Y.: 

“Are we bothered by Terms-Chise- 
lers? Yes we are, and in increasing 
numbers year after year. ‘This tend- 
ency to short change, starting from 
humble and innocent sounding sugges- 
tions, threatens to achieve the propor- 
tions of a national institution. 

“We are not only confronted with 
what amount to practically demand 
requests for extension of the time ele- 
ment but also by an absolute refusal to 
observe the terms of sale. The excuses 
offered are too flimsy to warrant repe- 
tition. 

“This writer, however, has always 
been impressed by a singular circum- 
stance surrounding these demands and 
refusals. With an experience extend- 
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ing over a period of several years, not 
one request, demand or outright re- 
fusal has ever been handled by the 
Credit Representative of the debtor 
firm. 

“A check returned by the creditor 
for improper discount deduction will 
often find its way to the buyer of the 
debtor firm who will in turn hand it to 
the salesman of the creditor on his next 
call with a statement to accept it as is 
or else. The rest is just history in 
company politics. , 

“Why is the credit man never in- 
volved? Is his counsel without honor 
in his own company? Or is his func- 
tion limited by company policy to a one 
way understanding of the subject? 
Why not let the right hand know what 
the left hand is doing? Then the 
problem would disappear.” 


From B. Lotspeich of H. J. Justin 
& Sons, Inc., Forth Worth, Texas: 


“’Terms-chiselers are the bane of our 
existence. We are particularly glad to 
see this question raised because we have 
been discussing it this week trying to 
reach some solution and a definite de- 
cision as to future action. 

“We have always been strong in the 
belief that terms should mean exactly 
what they say and not 10 to 20 days 
additional. We feel that a merchant 
has no more right to take unearned 
discount or to insist on additional time 
than he has to arbitrarily reduce the 
price of merchandise he buys. 

“We have been allowing anticipation 


= 





Thumbs down 


A symposium of reader response 


but we are thinking of stopping it. 
Only a few of our customers have been 
anticipating but the number could 
grow. We think the writer of the 
letter is entirely right. Such a prac- 
tice adds to the cost of doing business 
and it should be curbed. 

“Our main problem is the taking of 
unearned discount or the stretching of 
terms. So many of our customers seem 
to feel that we are responsible for their 
over-looking discount dates. Our 
terms are 5%—30 days, following date 
of invoice. 

“A number of our customers think 
nothing of taking an extra 10 days, and 
even more. ‘They excuse themselves 
by saying ‘overlooked invoice,’ ‘was too 
busy to write check,’ etc. 

“When we ask for the discount, and 
we always do, they come back at us 
with something like this— ‘If you 
would send us a statement once or twice 
a month, as a reminder, we wouldn’t 
overlook discount date.’ 

“At first we paid no attention to 
such comment but the comment is in- 
creasing. Now we are wondering if 
other manufacturers and wholesalers 
send out statements to remind their 
customers that discount dates expire 
on certain dates. 

“We think reminder statements 
would add too much to the cost of 
doing business and that the merchant 
should do his own bookkeeping. We 
don’t want to start such a practice. 

“We would like to know whether 
or not others remind their customers 
of discount dates.” 
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From E. R. Ailes, Secretary-Treas- 
urer of the Detroit Steel Products 
Company, Detroit, Michigan: 


“Some twenty-five years ago we had 
terms of two per cent for cash in ten 
days from date of shipment. How- 
ever, we had so much trouble with our 
customers that we decided to abandon 
all cash discounts, and have been sell- 
ing on a net basis ever since. There- 
fore bear in mind that we have approxi- 
mately twenty-five years’ experience 
behind us. Our principal objections 
might be listed as follows: 

“1. Even so-called good customers 
would not remit until they got the 
goods, and then they would claim the 
discount. 

“2. A great many wanted to dis- 
count on the 10th prox. and even the 
20th prox., which, in some cases, 
amounted to two per cent in forty or 
fifty days. 

“3. We had cases of remittances in 
sixty and seventy days with the dis- 
count deducted, and when we refused 
to allow the discount, our customers 
became offended; reminded us of the 
business they gave us, and we were in 
an argument. 

“4, We had any number of small 
balances on our ledgers, which were 
a nuisance and involved a lot of ex- 
pense and followup letters, or if we 
charged them off, they were also an 
expense. 

“5. Cash discount is for payment in 
ten days, and perhaps the cardinal ob- 
jection is that you can not, on the 
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average, get your money in ten days. 
With contractors especially you get it 
when they get theirs, regardless of 
terms, : 

“6. The tendency is certainly to- 
ward net terms. I know positively 
there are more concerns going to net 
terms than there are those who ever 
sold on a net basis going back to cash 
discount. 

“We sell the leading automobile 
companies, and every account on our 
books is on a net cash basis. Now, 
the automobile manufacturers are 
shrewd buyers, and in many lines, such 
as tires, I know of instances where they 
requested net prices because they knew 
the cash discount, if allowed, was in- 
cluded in the price. 

“We also remember our experience 
when we put out our product with 
the lumber dealers, and specialty sales- 
men were engaged. ‘Those salesmen 
were quite insistent that two per cent 
in ten days was so firmly established 
that we would have to accept those 
terms. We refused and we haven’t a 
single discount account on our books, 
and, aside from a few arguments, no 
salesman ever cited a single case where 
he lost the business because we would 
not give two per cent. In this connec- 
tion, our slogan is that our salesmen 
should sell our merchandise and not 
sell terms. 

“Economically, the cash discount has 
no sound basis, and, as you perhaps 
know, there never was such a thing 
until shortly after the Civil War and 
the need for money was very great. 
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Some concerns then went to their cus- 
tomers and would say: ‘You owe us 
$1,000.00 and we know it is not due, 
but we need the money, and if you will 
remit in ten days, you can take off two 
per cent.’ 

“Now, two per cent in ten days is 
6% a month, or 72% a year. If you 
question these mathematics and figure 
that two per cent is allowed for paying 
twenty days ahead of the due date, 
then it would figure out as 36% a year. 
Naturally a concern in good credit 
standing or with ample capital can not 
afford to borrow from its customers 
and pay 36% a year for money when 
it can borrow at three or four per cent 
from its banks. Surely if a concern 
does pay 36% a year for the use of its 
customers’ money, the cost of that 
money must go into the expense of that 
business and reflect in the price of the 
product. 

“The writer could go on at length 
giving you numerous illustrations. The 
famous five per cent discount on tires 
from tire manufacturers, I think, has 
been entirely eliminated without any 
exception. The effort is to keep prices 
low, and if a two per cent discount is 
allowed, it must be added to the price 
as the profits are not sufficient to ab- 
sorb it. 


“I heard a story of one very large. 


corporation that had a whole depart- 


ment figuring cash discounts ofin= 


voices, and when a study w4s made on 
the situation, it was found that the 
cost of operating the department was 
more than the cash discount earned. 
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“Another one of the largest concerns 
in the country almost insists that if you 
quote cash discount, you must, when 
billing, show the cash discount on the 
invoice. In other words, you must do 
the figuring of the cash discount for 
the purchaser. I asked the auditor of 
that large company if he figured this 
additional one or two per cent, or 
whatever the amount was, a cash dis- 
count or a price reduction. He 
answered without any hesitation: 
Simply a price reduction. 

“We have now been selling on a net 
basis for approximately thirty years 
and have had uniformly satisfactory ex- 
perience. This is real and actual 
against any theories that ‘may be ad- 
vanced to the contrary.” 


From C. H. Feldt, Secretary of 
the Smoot-Holman Company, Ingle- 
wood, California: 


“Concerning the letter about “term 
Chiselers” on page 8 of the November 
issue, we have had experience along the 
line mentioned in that letter. 

“The general system seems to be to 
first pay invoices, taking discount some- 
what later than the discount date. This 
is followed by a suggestion that be- 
cause of the complexity of their affairs 
it would be a great convenience to them 
if the supplier were to permit terms 
of 2%—30 days or whatever cash dis- 
count is currently being given. 

“If this is allowed, shortly there- 
after, remittances begin to come in 
within 10 days of date of invoice with 
the cash discount and anticipation dis- 
count at 6% deducted. Ordinarily, 
the anticipation does not amount to 
much for any one buyer and he is loathe 
to say anything about it but from the 
purchasers standpoint it is undoubtedly 
a sizeable item. 

“Fundamentally, anticipation dis- 
count is wrong if one takes into con- 
sideration the origin and reason for 
credit. 

“We have notified our customers, to 
whom we formerly allowed this privi- 
lege, that henceforth they are expected 
to abide by our regular cash discount 
terms as provided for all customers 
and while the going is a little bit rocky 
at times, they are gradually coming 
around to it. 

“No one should condemn them for 
it as there are tricks to all trades and 
various forms of bait fér business men; 


To Our Suppliers and Customers: - ae | 
OUR POLICY 
CONCERNING CASH DISCOUNTS 


We believe Cash Discounts are offered as an inducement to the 
customer to pay his bills earlier than the net due date and at a time 
specified by the Seller, not when the Customer may feel inclined, or 


financially or physically able. 


If payment is not made according to Seller's terms, then the 
discount is rightfully lost, as Seller should not be made to bear the 
burden of the failures of others, nor conditions beyond his control. 


Our remittances will be in keeping with the above policy. 
SMOOT-HOLMAN COMPANY 


the supplier should simply learn to say 
‘no’. 

“A few years ago we put out a 
printed form which we mailed to all 
our suppliers, stating our policy con- 
cerning cash discount. ‘This was con- 
tinued for some time with our remit- 


tances but there was no rush of people | 


to pat us on the back for our stand. 


“Some six or seven years ago there | 


was a brazen attempt made by large 


department stores to get another 1% | 


cash discount. A general letter was 
sent out to all their buyers in which it 
was explained that practically every- 
one had already allowed them this ex- 
tra 1%. The answer in our case, 
again, was ‘no’. ° 

“After all it is not only fair play 
but it is good business to treat your 
customers alike. There are enough 
differentials to take care of buyers in 
the price schedules of most suppliers.” 


From an Ohio firm which re- 
quests that its identity be withheld: 


“Referring to page 8 of the Novem- 
ber 1937 Credit and Financial Man- 
agement and with the understanding 
that our identity be withheld (the firm 
is a nationally-known leader in its 
field) we gladly explain that attempts 
to have invoices from the 25th to the 
end of. the month considered as dated 
the first of the next month are re- 
jected by us and our terms stated as 
applying to all the invoices of a single 
month ‘without preference or discrim- 
ination. 

“Under the N. R. A. this was ob- 
ligatory and even now there is a na- 
tural question of whether the Robin- 
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son-Patman Act does not oppose the 
allowing of a longer discount period 
to one customer than to another. 

“We do not allow any anticipation 


| or interest deductions although we de- 


posit the checks but immediately charge 
back the interest. A customer is not 
permitted to translate an early settle- 
ment into the forcing of a loan upon 
the supplier but should either eliminate 
the interest charge or should hold the 
check until the last discount day.” 


From R. H. Ryan, Credit Manager 
of Pratt & Whitney, Hartford, Conn.: 


“On page 8 of the November issue, 
I see you are inviting comment on 
““Terms-Chiselers” and certainly I do 
not feel like the fellow who sent this 
complaint in. We are not afraid here 
te have our name or our company name 
on a thing of this kind. Perhaps in 
your case, you prefer not to print names 
anyway but we feel that it is an out- 
standing and upright thing to combat 
this serious condition. 

“Only yesterday, we had the pleas- 
ure here of turning dcwn three cases 
of nationally known and internationally 
known organizations, who wanted to 
pay our bills on the 15th of the follow- 
ing month and pay our net bills on the 
28th of the following :nonth. When 
we turned-them down criginally about 
two weeks ago, they apparently did not 
like it and came back with another 
form letter asking us to reconsider it 
with the hidden threat that if you don’t 
do as we say, you will lose our business. 
Perhaps it’s too bad but we’ll have to 
lose the business. 

“In fairness to all of the 50,000 to 





CREDIT and FINANCIAL MANAGEMENT ..... 22 


JANUARY, 1938 





[ oman nO Secreta eaeeeielheeeeeaealll 


re el la a eS. SE LCC 


ad 








60,000 names upon our books, we play 
fair, we will not give to one company 


what we will not give to another, and. 


our discount means just exactly what 
it says, 2%, 10 days from the date of 
the bill on material appearing in the 
small tool catalogue, all other products 
30 days, strictly, net. 

“Upon demand we do allow the 10th 
of the first following month, because 
large organizations have a great vol- 
ume and it is sometimes easier for them 
and easier for us to handle one check 
rather than a great many checks in the 
course of the month. 

“When we do grant this privilege, 
we grant it with the understanding 
that all bills from the first to the 31st 
must be included in that remittance 
and if any bills are not paid within 
that remittance, it becomes, net, no cash 
discount allowed, and if you think we 
don’t enforce that come up here and 
sit around, someday. 

“In the case of the 6% that they are 
charging for prepayment, why that is 
just plain out. We had one of the 
large western mail order houses pull 
that on us about a year or two ago and 
we simply sent the check right back to 
them. We really didn’t need the 
money that bad. 

“T would like to suggest to the writer 
of the original complaint that he watch 
his step in this respect, if he gives it 
to one he will have to give to all, but 
he will run up without a shadow of a 
doubt against the sales department, and 
sales policy. The only thing he can 
do in that case is to make sure that 
he has a hard steel backbone—and 
don’t give way. ‘There’s no reason to- 
day, why we should give away money 
at the end of 60 or 75 days when the 
main idea in relation to discount was 
to get it within a few days of the bill. 

“T do not wish to make this too long 
but a few years ago, at one of our 
State conventions, here, I was placed 
in the position where I had to debate 
with Mr. Thompson of the Yale & 
Towne Co. on this question, because I 
have been and always will continue to 
be against cash discount in any form 


and we would not be granting even’ 


the 2% we do today, if it were not 
for the fact that many of our competi- 
tors give 2% and they sell to dealers 
while we do not. We sell directly to 
consumers, but since our customers can 
buy tools from dealers and get the 2%, 
we are obliged to give it on that one 
product. 


“TI do hope that the fight against this 
continues but it will be useless unless 
the people who are handling the situ- 


_ ation in the various offices throughout 


the country, keep an absolutely rigid 
backbone and stick to it.” 





Regulating 
time sales 


Regulations covering minimum 
time payments and maximum num- 
ber of payments for instalment buy- 
ing financed by State banks and 
industrial loan associations went 
into effect on December 15, 1937, in 
Virginia. By this step Virginia be- 
came the first state in the Union to 
develop such regulations. The an- 
nouncement was made by M. E. 
Bristow, State Commissioner of In- 
surance and Banking, who said the 
regulation would apply to automo- 
biles, refrigerators, radios, phono- 
graphs, stoves and kitchen equip- 
ment, washing machines, oil burn- 
ers and stokers, plumbing equip- 
ment and vacuum cleaners. 





From the Treasurer of a Chicago 
firm who requests that its identity 
be withheld: 


“T have read with interest, the letter 
published in your November issue and 
referring to ““Terms-Chiselers.” 

“That very same abuse existed in our 
industry, but during the days of the 
N. R. A., uniform terms were ap- 
proved and adopted, by which no dat- 
ings whatsoever were to be allowed. 
The industry, with few if any excep- 
tions, has conscientiously enforced these 
terms, with the result that the cus- 
tomers appreciate, in order to earn dis- 
count, that invoices must be taken care 
of within the time specified. 

“Tt is true -that occasionally, some 
customers will endeavor to regard ship- 
ments from the 25th to the end of the 
month as of the first of the following 
month. If it is impossible to get them 
in line, then my company, as well as 
many others in the same line, simply 
make no deliveries to such. concerns 
after the 24th of the month, and there- 


by avoid unpleasant arguments. 

“The privilege of anticipation may 
be accorded voluntarily, and whereas 
those buyers whose bank balances are 
never strained started to anticipate at 
the rate of 6% per annum, my com- 
pany has restricted the rate to 4%, 
which proves sufficiently attractive, 
with credit conditions as they are today. 

“If the trade associations in every 
line of business would get its members 
to follow along such lines, I believe 
that eventually, the evil of “terms 
chiselling” will be eradicated.” 


From a Massachusetts company 
which requests that its identity be 
withheld: 


“We are interested in the letter 
published in the November issue, re- 
garding “term chiselers”’. 

“We have tried to combat both of 
the evils referred to for some time, 
and in connection with the twenty- 
fifth of the month extension we stamp 
on our invoices the following notation :- 

“This invoice covers a special rush 
order. Shipment on this date is made 
at your special request with the under- 
standing that payment will be made 
under out regular terms—namely, no 
cash discount after the tenth of next 
month. 

“In the case of those firms which in- 
sist on throwing these invoices into the 
following month, we try not to ship 
any large orders after the twenty-fifth 
of the month. 

“Regarding the matter of anticipa- 
tion on ordinary monthly bills, where 
we allow the convenience 3/10 E. O. 
M. modification of our terms, we had 
quite a fight for a long time to convince 
our larger customers that we did not 
make any anticipation allowance, and 
our practice when such deductions are 
made is to return the check to be held, 
if preferred, until the tenth of the fol- 
lowing month, and then paid less the 
3% discount, or to be corrected to the 
3% discount for payment at any time 
before the tenth of the month. 

“We notice in the case of a number 
of large accounts that a stamp appears 
on the voucher reading, ‘No anticipa- 
tion’, or a similar notation indicating 
that the firms deducting the anticipa- 
tion make exceptions where they are 
obliged to. 

“A firm stand against both of these 
evils and constant vigilance are neces- 


sary.” (Continued on page 34) 





CREDIT and FINANCIAL MANAGEMENT .. . 


° . 23 


JANUARY, 1938 


OS ASSASSINS SS SRR RSS eS 








Repeal the undistributed 
profits tax, N.A.C.M. petitions 


Analysis from credit viewpoint sent 


to Congress by Tax Sub-Committee 


by C. F. BALDWIN, Washington 
Representative, N.A.C.M. 


As a further step in the efforts 
which the National Association of 
ly Credit Men has been making for 
more than a year to point out the 
detrimental effects upon credit condi- 
tions of the undistributed profits tax, 
a petition (see p. 25) was sent on No- 
vember 27 to every member of Con- 
gress: 

While numerous and comprehensive 
arguments against the undistributed 
profits tax have been presented by in- 
dividuals and organizations, it was felt 
that a specific statement regarding the 
law, as viewed from the credit stand- 
point, would be particularly helpful to 
members of Congress at this time. The 
petition does not attempt to cover all 
of the changes in the law which are 
needed—in fact it specifically acknowl- 
edges the need for other changes—but 
it does emphasize several major faults 
in the law and relates them definitely 
to the work of credit administration. 

The Association interested itself 
actively in the matter of the tax on 
undistributed profits as early as the 
hearings before the Senate Finance 
Committee on the bill which later be- 
came the Revenue Act of 1936. A 
member of the National Board of Di- 
rectors of the Association appeared be- 
fore the committee at that time, pre- 
sented several arguments against the 
bill and urged that, if the bill should be 
reported favorably, at least several 
changes which would make it less ob- 
jectionable from the standpoint of 
sound credit, should be made. One 


of those suggestions dealt specifically 
with the failure of the bill to provide 
more adequately for debt-burdened 
corporations. The changes in: the bill 
proposed by the Association were not 
adopted and the bill became law in 
June, 1936. 

In September, 1936, the Association 
addressed to members of Congress and 
officials of the Treasury Department a 
proposal to amend the Act to provide 
an exemption from the surtax for cor- 
porations operating under approved 
creditors extension agreements. The 
statement in which that proposal was 
made pointed out that, while the law 
exempted from the surtax corporations 
in bankruptcy or receivership, it failed 
to provide an exemption for corpora- 
tions which were endeavoring to work 
their way out of financial difficulties 
and avoid bankruptcy or receivership, 
by means of an out-of-court arrange- 
ment with creditors. The Associa- 
tion’s action in that instance was 
prompted by definite requests from As- 
sociation members who had already be- 
gun to experience difficulties due to 
the failure of the law to provide ade- 
quately for indebted corporations. 

During the ensuing year representa- 
tives of the Association were frequent- 
ly in contact with government officials 
with regard to this matter and other 
aspects of the undistributed profits tax. 
During that period, the views of mem- 
bers throughout the country concerning 
the tax were solicited on several occa- 
sions. The Association had already 
taken a decisive stand with regard to 
one aspect of the law which was of 
particular interest to the credit pro- 
fession but it did not wish to take a 
broader position regarding other parts 


of the law until a consensus of mem- 
ber opinion with regard to the entire 
law became available. 

It was felt that any general views 
formally expressed by the Association 
concerning the law would be more ef- 
fective and more helpful ta members 
of Congress if that expression were 
postponed until members had a better 
opportunity to observe the operation of 
the law and its influence upon credit 
conditions. 

Meanwhile, the President of the As- 
sociation appointed a Subcommittee 
on Taxation of the National Legisla- 
tive Committee. Following the crea- 
tion of that subcommittee, the question 
of the undistributed profits tax was dis- 
cussed at various Association meetings. 
In the early Autumn, the views of As- 
sociation members throughout the 
country with regard to the tax were 
again solicited and shortly thereafter 
the Subcommittee on Taxation began 
to consider the type of petition which 
the Association should send to Con- 
gress. 

In early November the New York 
Credit Men’s Association adopted a 
resolution requesting the National As- 
sociation to take a decisive stand con- 
cerning the law and recommended five 
principal changes in the law which 
should be made, provided the law was 
not repealed. By the end of that 
month the National Subcommittee on 
Taxation had completed its considera- 
tion of the New York resolution and 
opinions which had been received from 
other associations throughout the 
country, and prepared and distributed 
to Congress the petition quoted above. 

It will be noted that the Associa- 


tion’s petition stresses the need for 
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Federal tax laws which will not com- 
plicate the many problems of credit 
administration but will, instead, - ade- 
quately recognize the influence which 
taxes exert upon commercial credit. 
It was felt, from observation of de- 
velopments in Washington that per- 
haps not enough consideration had been 
given to the fact that tax laws which 
are unnecessarily complicated, which 
tend to create uncertainty and confu- 
sion among business men, and distri- 
bute the tax burden inequitably in 
some cases, disturb the sensitive forces 
of commercial credit which are so im- 
portant to the general economic well- 
being of the country. 

That a great many members of the 
Association believe that the undistri- 
buted profits tax is exerting a disturb- 
ing influence upon credit conditions— 
and would probably do so to an even 
greater extent in a time of severe busi- 
ness depression—was clearly evident 
from the communications which have 
been received from members with re- 
gard to this question. ‘Those letters 
related specific illustrations of com- 
panies which had lost heavily during 
the depression, had mortgaged some of 
their assets and otherwise incurred 
heavy indebtedness, and had begun to 
make profits in recent years only to 
discover that they were required to 
pay what virtually amounted to a pen- 
alty tax on portions of their earnings 
used to pay debts. 


Petition to The Congress 


The undersigned committee of the 
National Association of Credit Men— 
a non-profit organization, comprising 
approximately twenty thousand manu- 
facturing and wholesaling concerns 
located throughout the country—re- 
spectfully submits to the Congress the 
fallowing information and suggestions 
concerning the so-called undistributed 
profits tax provisions of the Revenue 
Act of 1936. As the National Asso- 
ciation of Credit Men is representa- 
tive of so large a cross-section of busi- 
ness, both large and small, with a sub- 
stantial part of its membership made 
up of the smaller business units which 
are so vital to the general welfare of 
communities and of the entire nation, 
we believe that the facts and opinions 
expressed herein will be of interest to 
members of Congress in their endeavor 


Other reports were received which 
told of old and well-established firms, 
facing the urgent need of plant ex- 
pansion and of funds to finance such 
expansion which had decided to post- 
pone such expenditures not only be- 
cause of the immediate effects of the 
corporate surtax but of the fear of the 
effects of the tax at some later time 
when business conditions might be less 
favorable. Other reports indicated the 
difficulties which were being experi- 
enced by companies, particularly small- 
er concerns, in connection with at- 
tempts to retain surplus and avoid the 
tax by the’several means which are 
made available in the law. Still others 
reported the difficulties which were 
being experienced, not only by Asso- 
ciation members but by their custom- 
ers, in connection with the require- 
ment of the law that credits are ob- 
tainable only on dividends distributed 
during the taxable year. 

Those illustrations were based on 
facts, not theories. “They indicated a 
very sincere belief that, irrespective of 
theoretical arguments opposing or sup- 
porting the principle of a surtax on 
undistributed corporate earnings, the 
present law is definitely detrimental to 
business. Such was the mandate from 
members which found expression in the 
above petition. 

The situation in Washington with 
regard to the undistributed profits tax 
has been so thoroughly covered in the 


to foster our general economic and 
social well-being. 

The maintenance of sound credit 
conditions is an essential factor in pro- 
moting the nation’s business activity 
and preserving its general prosperity. 
Such sound credit conditions are inter- 
fered with not only when companies 
are unable to meet their obligations 
promptly, but. also when conditions 
exist which hamper the extension of 
credit in accordance with commercial 
requirements. The wisdom of the de- 
cisions made in the extension of credit 
must depend to a considerable degree 
upon the availability of accurate, de- 
pendable facts. Among the most im- 
portant of such facts is the question of 
the probable tax liability of a company 
to which credit is to be granted. En- 
tirely apart from the amount of a tax, 


daily press that it would be superfluous 
to comment on it at this time. There 
appears to be not the slightest doubt 
that Congress intends at least to modi- 
fy the law in many respects. There is 
a considerable sentiment in Congress 
in favor of outright repeal of the prin- 
ciple of the tax on undistributed profits 
and numerous bills to repeal that part 
of the law have been introduced in 
Congress in recent weeks. Many others 
proposing drastic changes in the undis- 
tributed profits tax, as well as the 
capital gains and loss tax, have also 
been introduced. It is quite apparent 
that Congress generally recognizes that 
the tax has acted as a business deterrent 
and should be changed. 

It is understood, however, that the 
Administration opposes outright re- 
peal of the tax on undistributed profits. 
The special subcommittee of the House 
Ways and Means Committee, which 
for several weeks has been studying’ 
this matter, has developed.a plan to 
modify the law, which by implication 
at least, suggests that the subcommittee 
does not at this time favor repeal. 

The question which naturally rises 
in the minds of business men in regard 


-to this situation concerns the time when 


the expected change in the law will 
be made by Congress. Several at- 
tempts have been made to bring about 
repeal of the law during the special 
session and Congressman Celler of 
New York has (Continued on page 37) 


concerning the Revenue Act of 1936 by 
the National Association of Credit Men 


it is unquestionably true that the sta- 
bility of credit conditions depends to an 
important extent upon the manner and 
method by which taxes are imposed as 
well as the purpose of their imposition. 

There are many reasons why the 
question of tax liability under the un- 
distributed profits tax provisions of the 
Revenue Act is definitely related to 
the question of stable credit conditions. 
It is obvious, of course, that credit 
conditions must inevitably be influenced 
by the general effect of a basic tax law 
upon the entire business structure of 
the country. There are, however, cer- 
tain more specific influences of this law 
upon the broad field of credit which 
are particularly noteworthy. To cite 
a few: 

(a) Any decision by management 
regarding the retention or distribution 
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of earnings may vitally affect the credit 
standing of a company. The emphasis 
placed by the undistributed profits tax 
upon the question of such distribution 
in relation to tax liability greatly mag- 
nifies this problem and increases the 
uncertainty in credit extension. 

(b) Adequate financial resources, 
both for the purpose of tiding a cor- 
poration over a period of business de- 
pression and also to provide funds for 
reasonable development, are basic con- 
siderations in determining the credit 
standing of a company. Obviously, a 
corporation whose working capital po- 
sition appears inadequate to maintain 
it during a period of reduced business 
activity, becomes less eligible for credit 
than a corporation with adequate fi- 
nances. Any tendency which might re- 
sult in a general distribution of cor- 
porate earnings in excess of prudent 
business. requirements enhances the 
general credit risk of the country al- 
most in direct ratio to such excess. 

(c) Failure of the law to provide 
an exemption from the corporate sur- 
tax in the case of indebted corporations 
which are making an honest attempt 
to pay their debts through out-of-court 


arrangements with their creditors is. 


not only inconsistent—because the law 
provides such an exemption for cor- 
porations in bankruptcy and receiver- 
ship—but represents an unsound prin- 
ciple of credit. In effect, the law 
grants immunity from the surtax to 
corporations which have passed beyond 
the point of probable recovery and 
penalizes corporations which, although 
temporarily embarrassed, are endeavor- 
ing to work their way out of difficul- 
ties and continue in business. 

(d) In several respects, the method 
of determining the amount of tax to 
be paid under the undistributed profits 
tax creates elements of uncertainty 
which complicate the necessary ap- 
praisal of a corporation’s credit 
standing. 

Your petitioners sincerely believe 
that the interests of government, busi- 
ness and the general welfare would be 
materially served by repeal of the sur- 
tax on undistributed corporate profits. 
This conviction is based upon a care- 
ful and unprejudiced observation of 
the effects of the law in the field of 
business generally and particularly in 
that of credit. If, however, the surtax 
on profits is to be maintained it is 
strongly urged that the law be modified 
in at least the following important re- 


spects. We believe that the law should 
also be changed in other respects but 
we have confined our observations here 
to certain aspects of the law which ap- 
pear to be particularly detrimental to 
stable credit conditions. 

The committee desires to recommend 
the following changes which the Asso- 
ciation believes would result in a ma- 
terial improvement in the law: 

1. Provide exemption from the cor- 
porate surtax of a reasonable amount 
or a fixed percentage of earnings which 
may be withheld by the corporation 
from distribution and employed for 
purposes of capital expansion, addition 
to surplus or other legitimate corpo- 
rate requirements. 

2. Permit corporations to consider, 
in computing the tax to be paid, divi- 
dends paid within a specified period 
after the end of the taxable year. It 
is usually impossible to ascertain actual 
earnings until a reasonable time has 
elapsed after the close of the fiscal 
year. Failure of the law to recognize 
this situation has created an unneces- 
sarily disturbing element in business. 

3. Provide exemption from the cor- 
porate surtax of the amount of earn- 
ings which are set aside during the tax- 
able year for the payment of accumu- 
lated indebtedness of the corporation, 
and for the retirement of funded debts. 
Specific exemption should be extended 
to corporations operating under a credi- 
tors’ extension agreement or under a 
creditors’ committee, giving the same 
relief there as is now granted cor- 
porations which are in bankruptcy or 
receivership. Unless such relief is 
given it is likely that many such ex- 
tension cases will terminate in liquida- 
tion, and many feasible opportunities 
in the future for settlement of indebted- 
ness by this method will be disregarded, 
thus defeating constructive efforts of 
debtors and creditors to preserve the 
companies involved as going concerns. 

4. The tax payer should be per- 
mitted to apply losses of a reasonable 
number of prior years against profits 
of the succeeding years in determining 
the income subject to the corporate 
surtax in such later years. It is in- 
equitable to exact heavy taxes upon the 
full profits of successful years without 
relief in respect to unprofitable years. 

5. Provide for dividend-paid credit 
for any dividend distribution made 
within sixty days of the final deter- 
mination of taxable net income where 
the net income reported in the return 





is increased upon subsequent examina- 

tion by the Treasury Department. 

6. Since the actual earnings of a 
business and the taxable net income as 
computed under the present law may 
differ, the corporate surtax should be 
levied only on the taxable earnings as 
shown by the adjusted net income. 

This committee respectfully submits 
the foregoing facts and recommenda- 
tions which are derived from the ex- 
perience of the large number of rep- 
resentative business concerns in the 
membership of the National Associa- 
tion of Credit Men. It is believed that 
the changes in the law which are sug- 
gested are urgently needed in the in- 
terest not only of business stability but 
of the general public welfare. 

The purpose underlying the submis- 
sion of this petition is to be of assistance 
to Congress in its efforts to enable busi- 
ness to better serve that general wel- 
fare. The committee fully recognizes 
the obligation of business to bear its fair 
share of the cost of government. It 
believes, however, that all of the neces- 
sary tax objectives of the government 
can be attained without the unneces- 
sary confusion and difficulties which 
have been produced by certain features 
of the Revenue Act of 1936. 

The committee respectfully offers 
the facilities of the National Associa- 
tion of Credit Men to obtain any ad- 
ditional facts or views, either by com- 
munication or ") the presence of wit- 
nesses, which Congress and its com- 
mittees feel would be helpful in the 
study of this important problem. 
Signed: 

John L. Redmond, Crompton- 
Richmond Co., Inc., New 
York City, Chairman, Na- 
tional Legislative Committee, 
National Association of 
Credit Men. 

Sub-committee on Taxation—Na- 
tional Association of Credit 
Men 

V. Franck Kimbel, Ballard and 
Ballard Co., Louisville, Ken- 
tucky, Chairman 

Frank Dudley, General Grocery 
Company, Portland, Oregon 

A. A. Martin, Momsen-Dunne- 
gan-Ryan Co., El Paso, Texas 

J. M. McComb, The Crucible 
Steel Company, New York 
City 

T. W. Peck, Kalamazoo Vege- 
table Parchment Company, 
Kalamazoo, Michigan 

D. A. Robison, Caterpillar Trac- 
tor Company, Peoria, Illinois 





CREDIT and FINANCIAL MANAGEMENT ..... 26 


JANUARY, 1938 


RN ST SS A a a TE i aS Se Ea Te NSS a NNN 





‘ 
n 
n 
r 
t 
t 
r 


~~ A Hf -— mee 


i hee Tel FF lCOMFOOOee CU Ot 


so #® Ff 





Cousins in crime 


by H. H. BAILEY, Mid-West Representative, 


Fraud Prevention Dept., 


“Lost and found—guilty!” was the 
title of a story by Charles J. 
wu Scully, Director of the Fraud Pre- 
vention Department in Credit and 
Financial Management (Mar. 1934) 
which described the activities of one 
Irving Weisbrod alias Ralph Medow. 
This narrative might well be called a 
sequel to that story because Ralph 
Medow and Abe Arons, our present 
subject, were “cousins” in their busi- 
ness- operations if not by blood rela- 
tionship. 

Both individuals came to Chicago 
about the same time. Medow opened 
his place of business under the name 
of Pioneer Supply Company. Abe 
Arons—alias David Brown, alias Jay 
Cohen, alias Leo Mills—opened the 
Illinois Merchandise Company. 

As usual, the first necessary steps in 
operating a business of this kind are 
to install a desk and typewriter and 
engage a typist whose sole duties are 
typing up orders for merchandise. 

In this particular case they collected 
several catalogs of houses doing a na- 
tional business and proceeded to cir- 
cularize a great number of these busi- 
ness institutions, asking for prices. 
Upon the receipt of prices, orders for 
merchandise would immediately follow 
referring their prospective creditors to 
their agency rating and in some cases 
they would enclose a financial state- 
ment. 

This usual method of operation. was 
followed by Arons; that is, he issued 
financial statements reflecting a sub 
stantial ‘net worth, secured ratings 
with credit agencies and flooded the 
country with orders. 

Within 90 days he had secured a 
large amount of merchandise which 
was received one day and gone from 
his place of business the next. The 
only cause for delay on the quick turn- 
over was explained by some of the girls 
employed. by Arons. It was necessary 
for these girls to remove the labels of 
standard merchandise with safety razor 


ms & Cc. M, 


blades. Of course, the idea that it was 
harder to identify merchandise without 
a label did not originate with Arons— 
but he thought he knew all the an- 
swers. 

Now, our friends Arons and Medow 
were not small time nor were they 
going to leave a loop hole whereby the 
merchandise, when it went on the mar- 
ket, could be traced to them. 

An office was rented in Chicago in 
the name of the Main Sales Company 
and a large part of the merchandise 
handled by the Illinois Merchandise 
Company and the Pioneer Supply Com- 
pany was sold through the Main Sales 
Company. 

Of course, this merchandise was sold 
below cost and because of the fact that 
it was sold through the Main Sales 
Company it was very difficult to prove 


that the merchandise was sold orig-. 


inally to the Illinois Merchandise 
Company or to the Pioneer Supply 
Company. Arons and Medow thought 
that they were too smart to get caught 
in their own racket. 

Things began to happen when a 
petition in bankruptcy was filed against 
Abe Arons, doing business as the IIli- 
nois Merchandise Company, on Octo- 
ber 13, 1933, and a complaint was filed 
with the Fraud Prevention Depart- 
ment of the National Association of 
Credit Men. In fact two complaints 
were filed, one against Abe Arons and 
the other against Ralph Medow. 

The representative to whom these 
cases were assigned soon found that 
there was a close connection between 
these businesses. Of course, there was 
no Arons or Medow to talk to, for 
the simple reason that they had both 
taken what is sometimes called “a run- 
out powder.” 

One of the big problems that the in- 
vestigators had to determine was who 
these men really were, where they came 
from and where they were located. 

Needless to say there was no cor- 
respondence, books or records left by 


Gendreau 





No point of the compass is over- 
looked when a “buying-for-a-bust” 
scheme is operated. 


these smart boys that would assist in 
any way in analyzing their operations 
or where they were to be found. 

To go into detail of the work re- 
quired to determine the method of 
operation, where the merchandise was 
disposed: of and what became of the 
proceeds would make the story alto- 


gether too long. 


It required several weeks of investi- 
gation to get any sort of an idea of 
their operations. This was done by 
locating former employees, tracing 
merchandise, checks and monies. After 
getting this angle of the case well 
established we still had to find our 
men. 

Information was obtained that 
Ralph Medow was in New York using 
the name of Ben Hart. This informa- 
tion was forwarded to New York and 
in a short time: we were advised that 
Ralph Medow was under arrest there. 

He was returned to Chicago and 
within a few days he entered a plea of 
guilty to using the mails in a scheme 
to defraud. He was sentenced to serve 
18 months in the Federal Penitentiary 
and placed on probation for three years. 

Still. there was. no trace of Abe 
Arons or what he was doing. After 
more intensive investigative work it 
was learned that Arons had a safety 
deposit box located in a certain sec- 
tion of New York City under one 
of three or four names. Again the 
New York men went on, the job and 
the box was found (Cont. on page 36) 
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This month's collectors: 


Submitted for the approval of our readers 
by E. L. HAUGHEY, Credit Manager, Hewitt Soap Co. 


Dayton, Ohio 








Gentlemen: 


In going over some duplicate copies of letters I noticed that our Credit Manager has set 








mailed your remittance in full. 

This certainly was a surprise to me as our policy is unusually lenient in matters of this 
kind. If this delay in payment is due to any fault of the Sales Department, will you please let 
me know at once so that I can get in touch with Mr. 


delay this action. 


as the time he is going to place your account for collection if you have not 


, our Credit Manager, and 


Of course, if it is due to*financial' troubles beyond your control I suggest that you ‘write 
Mr. ————— at once as I have prevailed upon him’ to delay such ‘action until you have had 


time to reply to this letter. 


Very truly yours, 


THE HEWITT SOAP CO., INC. 


Vice-President. 





Dear Customer: 


I wonder if you will help me out of a little difficulty, from taking a step that is abso- 
lutely unnecessary in every respect. 

When you made your original contract with us your credit was found perfect and there 
is no reason why it is not so today—time does not change a man’s desire to pay his bills, even 
if it does alter his financial condition. 

You know as well as I do, if we could meet personally it would be an easy matter to 
iron this out—you could talk and so could I. As it is, I have been doing all the talking. 

Won’t you please say something about this—what has happened—are we at fault? 

To be sure that you do get your say I am attaching a blank sheet of paper and a stamped 
envelope—personally addressed to me—yes, I have even signed your name. 


Sincerely yours, 


THE HEWITT SOAP CO., INC. 


Credit Manager. 





some who do not answer by ex- 

cuse or by payment the conven- 

tional list of collection form let- 
ters. Six, seven, eight or eighteen let- 
ters cajoling, pleading, appealing to 
honesty, integrity, credit reports, or 
even a threat to place with attorneys, 
credit agencies or National Association 
of Credit Men do not upset the debt- 
or’s tranquillity. He just goes on,” 
Mr. Haughey writes. 

“When time does come to take defi- 
nite action, the collection correspondent 
usually uses a letter in which a definite 
date fc~ the turning over of the ac- 
count to the attorney is given. Then 
if the remittance or something definite 


* “In every list of accounts there are 
wu 


is not received from the debtor the ac- 
count is forwarded for collection. 

“In between the date of the threat- 
ening letter and the date of turning 
there is an open time element during 
which the debtor’s mind is open for 
suggestions and if he is not a ten-min- 
ute egg or an actual dead-beat another 
letter might lead to results. 

“The attached letters are forms 
which we use and up to the present 
time have had unusual success. The 
one letter more or less throws the re- 
sponsibility on the customer, the other 
ridicules his neglect to answer and at 
the same time the definite legal date 
is kept alive. 

“Returns on the letter either through 


remittance or correspondence run 
about 47 per cent, even in face of the 
debtors having had a series of seven 
letters pounded out to them. 

“Both letters are individually typed 
and in the last letter the one enclosure 
is a blank sheet of 814 x 11 paper with 
the customer’s name and address typed 
at the bottom. The envelope is a plain 
return type with “Credit Department” 
typed in red on the face. 

“T am sending both letters to you 
and you can be sure that if you have 
any members who might use either let- 
ter you can feel free to mail them a 
copy for their use. The prize letters 
we read in ‘Credit’ are used just as 
freely.” 
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What’s ahead 


y for business? 


(Cont. from page 11) and it does not 


- mean government competition with the 


private capital of its citizens. It rather 
means that a temperate control by gov- 
ernment is probably essential. 

There are good reasons for avoiding 
the government in competition with 
private capital of its citizens in which 
direction there seems to be an increas- 
ing trend. Among these reasons are: 


1. The notorious inefficiency of the 
government conduct of business. 

2. The dangers incident to political 
influences. 

3. Once the government is actually 
launched in business, there is no placé 
to stop. 


Any reference to the contributing 
causes of our present bewilderment 
seems to demand attention to the strife 
between industry and labor. Just now 
the demands of labor are excessive in 
many instances and in many particu- 
lars, and the methods of compelling 
their enforcement are subject: to fre- 
quent and just criticism—and while 
not uttered as a defense, it is interest- 
ing to recall that history does not re- 
cord that labor as a group ever gained 
anything for which it didn’t bitterly 
contend. We are now witnessing the 
application of the human quality of 
selfishness on the part of labor which, 
for a period until recently, character- 
ized industry’s behavior. 

No doubt it will be carried to such 
extremes that industry will be unable 
to survive and at that time it is my 
belief the present relentless excessive 
demands of the group in the ascendancy 
must of necessity be tempered for the 
preservation of the whole. 

It is trite to observe that excessive 
costs of production and distribution 
will reduce consumption and react un- 
favorably upon the entire economic 
structure. 

I desire to record an affirmative vote 
on the question of maintaining the high 
standards of American living, but I 
do not fail to recognize that America 
is not free from the operation of funda- 
mental economic laws, the violation of 
which will ultimately result in America 
as it would result elsewhere. 

The statement recently made many 
times to. me is true—that periodically 
since the birth of this nation its very 





Industrial engineers may plan, sales managers organize for 
action, accountants scrutinize and report, but each business 
... like each human being ... has its blind spot. 

In business this blind spot is human nature itself—the last 
frontier of science. We know more about the moon than we 
do about human nature. We can predict the time of a solar 
eclipse to the second, but we cannot say, this man will steal 


—this man be honest. 


National Surety Fidelity Bonds bring business certainties 
into this world of human uncertainties. National Surety Town 
residents are protected against the unknown and unknowable 


in human nature. 


National Surety representatives, from coast to coast, can 
provide National Surety Fidelity and Blanket Bond protection 
for your business and your employes. And National Surety 
burglary and forgery insurance are available to complete 


protection against loss. 


NATIONAL SURETY CORPORATION 


Copyright National Surety Corporation, 1937 


VINCENT CULLEN, PRESIDENT New York 








existence and its principles have been 
threatened, but that it has always sur- 
vived, and that there is no need to 
worry now, it will again survive the 
threat of destruction. 

May I emphasize to you that sur- 
vival did not automatically occur, but 
was the direct result of determined, 
intelligent opposition to the adoption 
of principles and practices which would 
overthrow our American ideals; oppo- 
sition exhibited by such men as con- 
stitute this group. 


You and I, as individuals, may and 
indeed must, contribute to the belated 
restoration of business to the lofty po- 
sition which it deserves, if the material 
well being of all is again to be an en- 
during reality. 

May I express the hope that led by 
the guiding hand of friendship and a 
recognition of mutual interest, we may 
in peace jointly contribute to attain- 
ing the solution of, not only our: minor 
local problems, but our manifold, com- 
plex national.problems as well. 
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SALES — DELIVERY OF GOODS ON 
CONSIGNMENT — TITLE TO PRO- 
CEEDS FROM SALE OF GOODS — 
WHETHER GOODS, SHIPPED BY A 
MANUFACTURER TO A DEALER 
FOR SALE ARE HELD ON CON- 
SIGNMENT OR NOT, DEPENDS 
LARGELY ON THE INTENT AND 
CONDUCT OF THE PARTIES. — In 
the Matter of WARNER-QUINLAN 
COMPANY, Debtor. United States 
Circuit Court of Appeals for the Second 
District, November 9, 1936. 


The Lee Tire and Rubber Co. of New 
York, filed a petition to reclaim certain 
moneys from the Warner-Quinlan Co., 
the debtor in proceedings under Section 
77B of the Bankruptcy Act. The debtor 
had a subsidiary corporation, the Mile- 
age Gas Corporation, which on September 
17, 1928, entered into an agreement with 
the Lee Tire and Rubber Co. for the 
consignment of tires to be sold at its retail 
gas service stations. This agreement was 
terminated July 6, 1931, when a similar 
agreement was entered into by the Lee 
Tire and Rubber Co. with the Municipal 
Gas Stations, Inc., also a subsidiary of 
the debtor. This latter agreement was 
terminated in September, 1933, and the 
debtor, the Warner-Quinlan Co., after 
notice to the Lee Tire and Rubber Co., 
undertook to operate directly all of the 
stations of its subsidiary. No further 
written agreement was made between the 


- inconsistent with such bailment. 


debtor and the Lee Tire and Rubber Co. 
In the agreements with the subsidiary 
corporations, it was stipulated as to tires 
delivered that “title to all merchandise 
herein consigned by the Lee Company to 
the consignee shall continue in the Lee 
Company until said merchandise shall 
have been sold by consignee, and there- 
upon the title to the proceeds of the sales 
thereof shall likewise be vested in the Lee 
Company until such time as it shall have 
received full payment for the said mer- 
chandise.” 


During the debtor’s operation, the Lee 
Company delivered the tires always ac- 
companied by a consignment memorandum 
which was retained by the debtor, and 
the merchandise shipped was charged in 
it to the Lee Company’s consigned stock. 
When sales were made from such con- 
signed stock, a report was submitted by 
the debtor to the Lee Company during 
the month following such sales, and the 
latter thereupon rendered an invoice to 
the debtor. 


The Lee Company contended that the 
conduct and acts of the parties amounted 
to an assignment and a continuation by 
the debtor of the agreement between the 
Lee Company and the Municipal Gas Sta- 
tions. 


The Court of Appeals reversed an or- 
der denying the Lee Company’s motion for 
reclamation of the proceeds of its mer- 
chandise sold by the debtor. The court 
said that if the Lee Company was selling 
to the debtor on an open account or on 
credit, there would be no necessity for a 
consignment memorandum and that the 
debtor, receiving tires on an open ac- 
count, would hardly have continued for 
several years without protest to accept 
goods on consignment memorandum. The 
receipt and acceptance of goods on a con- 
signment memorandum indicates a consign- 
ment, not an open account or sale on 
credit. The granting of a discount is not 
Nor is 
the provision allotting to the debtor all 
surplus above the invoice price. The 
debtor recognized that it was receiving 
the tires on consignment, for upon delivery 
of the tires, no entry thereof was made 
on its books, and it did not therefore list 
the tires as its assets. It received fixed 
commissions for sales made and there was 
no obligation to pay for any tires until 
sales were made. It is apparent that the 
debtor treated the transaction as did its 
subsidiary, the Municipal Gas Stations, un- 
der its agreement, as a consignment. The 
debtor is consequently bound by the agree- 
ment. 


It was also argued that at most there 
was a consignment of the merchandise 
and that upon a sale by the debtor, the 
relation between the parties in respect to 
the proceeds became that of debtor and 
creditor. ‘This, it is claimed, is evident 
from the business and a provision in the 
agreement requiring the proceeds to be 
kept in a separate account. But the court 
held that such a provision was not nec- 
essary. The agreement reserved title to 
the proceeds of the sales in the Lee Com- 
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The principle of non-assessable 
Mutual Insurance is unassail- 
able. You can have all of the 
savings of dividend-paying pol- 
icies without possibility of 
assessment if you insure in 
Employers Mutual, which has 
written non-assessable policies 
for many years. Ask our repre- 
sentative for a look at the 
. record! 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
suli your Telephone Directory 


pany. This indicates a trust relationship 
which, if confirmed by the conduct of the 
parties, would permit a reclamation of the 
proceeds. : 

The court then held that further evi- 
dence should be taken to establish the 
conduct of the parties with respect to the 


proceeds of the sales. If the proceeds 
were to be held in trust, and if they were 
deposited in the debtor’s general account, 
there would have been a breach of trust, 
and if there was no contractual duty to 
remit the proceeds of the sale but merely 
to pay the Lee Company monthly out of 
the debtor’s general funds, an extension 
of credit would be established which 
would contradict the provision of the 
agreement that title to the proceeds of the 
sale was to vest in the Lee Company. 
Furthermore, if the consignment intended 
that the proceeds were to be remitted 
monthly, and that this was not carried 
out as to the sales in question, but that 
the moneys were deposited in the general 
account of the debtor, and if its bank ac- 
count always exceeded the amount claimed 
during the period of its possession of the 
proceeds of the sale, then it may be held 
that the funds have been sufficiently traced 
and may be reclaimed. 


The case was remanded for further tes- 


timony and a determination to be made as 
indicated in the opinion. 
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Building credits | 
y and mortgages 


(Cont. from page 16) corners thereby 
cheapening the building which would 
result in a faster depreciation. 


8. What type of credit informa- 
tion should material men have to 
extend building credits intelli- 
gently? 

1. Plans and specifications of the 
proposed building. 

2. Financial statement of the bor- 
rower. 

3. Plan of financing the building as 
outlined by the borrower. 

4. He should have a thorough knowl- 
edge of the contents of the building 
loan contract with particular regard 
to the provision for the payment of 
the materials supplied. 

5. They should have a trade report 
on the borrower to determine whether 
he pays his bills promptly or whether 
he procrastinates. 

9. Have liens been largely elim- 
inated and if so, why? 

Yes. Because of closer cooperation 
between the supply men, builders and 
the lender. ‘Today the trend of the 
lender is to have the borrower have a 
greater equity in the property. 

10. What are the danger signals 
in present situation, if any? 

The danger signals have been elimi- 
nated so far as possible. The princi- 
pal ones being building beyond the in- 
dividual’s means of carrying and amor- 
tizing the mortgage. ‘The far-sighted 
builder of today is modernizing the 
house to the point his finances will 
permit. However, this can be over- 
done, yet it cannot be overlooked. 


11..Do banks look with favor on 
risks where second mortgages are 
involved? If not, why? 


No. Because the first mortgage is 
granted to an individual who is finan- 
cially able to amortize the mortgage in 
addition to paying the taxes and other 
overhead charges. Where there is a 
second mortgage, the carry charge is 
increased to a point where the owner 
will be unable to maintain the charges 
necessary for the two mortgages. The 
equity in the property is too small 
proportionately and where a property 
is repossessed by a second mortgagee 
there is a stronger tendency towards 
just maintaining the property until a 
sale can be effected, which is not com- 
parable to a property properly main- 
nined by a home owner who has an 
juity equivalent to the mortgage. 


¢ 
t 
e 





OF THE 





SHUNNED PROMOTION 


Deartu cleared up the mys- 
tery of No. 196919. A trusted 
employe for 22 years, the manu- 
facturing firm for which he 
managed a branch could not 
understand why he refused to 
accept a promotion to an execu- 
tive position in the home office. 
Investigation after his death 
showed why—ashortage in the 
inventory of his branch. The de- 
ficit amounted to $4,699.38. He 
had sold the company’s goods 
and used the moneyfor gambling. 


WHAT CAN EMPLOYERS DO ABOUT IT? 


We suggest two things: First, write for our book, “1,001 
Embezzlers’”—revealing why, when and how employes 
turn dishonest—facts which have never been compiled 
and disclosed before. Second, ask your insurance agent or 
broker to show you our new, simplified Fidelity Bond 
forms. Clear, concise, free from technical terms, they 
are today’s most effective form of “honesty insurance.” 


(an actual case from our files) 


Embezzlement remains the 
unpredictable business hazard. 
Time after time it’s a tried and 
trusted employe who goes wrong. 
For embezzlers are not “criminal 
types’ —as a recent analysis of 
1,001 actual cases clearly shows. 
The vast majority are normally 
honest men and women—who 
yield to sudden temptation or 
personal emergency, “borrow” 
from their employers, find them- 
selves unable to repay, then con- 
tinue to take more and more. 





Consult your Agent or Broker as you would your Doctor or Lawyer 


UNITED STATES FIDELITY 
& GUARANTY COMPANY 


WITH WHICH IS AFFILIATED 





Fidelity & Guaranty Fire Corporation 
HOME OFFICES: BALTIMORE 


The Most Valued Employe is a Bonded Employe — 


for a Fidelity Bond is a guarantee of trustworthy character backed by 


the bonding company’s resources, safeguarding the interests of the em- 
ployer, and advancing the interests of the employe by making him better 
equipped for positions of greater responsibility and worth. 


When writing to advertisers please mention Credit © Financial Management 
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‘Terms — 
y Chiselers” 








(Continued from page 23) 


From H. W. Hill, Treasurer of 
Janney-Semple-Hill & Co., Minne- 
apolis, Minnesota: 

“Term Chiseler in his complaint of 
November 8th, 1937, in Credit and 
Financial Management has _ given 
thought to but one side of his subject. 

“There are many firms doing a na- 
tional business and others selling over 
an extensive territory who if they 
waited until the first of the month to 
mail out statements would find it im- 
possible for their trade to receive, ex- 
amine and pay these statements in ten 
days and would make the abuse of dis- 
counting after the 10th worse than it 
now is. 

“As to anticipation at 6% per annum 
on datings if Term Chiseler’s firm will 
discontinue extended terms he will free 
himself from the very abuses of which 
he complains.” 


And finally a very complete sum- 
mary by H. H. Kase, Credit and 
Collection Manager of the Taylor 
Instrument Companies, Rochester, 
New York: 


“T would say the letter reproduced 
on page 8 is quite mild compared to 
the way I feel about this proposition. 
During the early part of 1937 this 
matter was impressed upon me so force- 
fully that I requested an outside or- 
ganization to make a special survey, 
and incorporated the results in a short 
article designed primarily for use by 
our own company. I had intended to 
have this printed in the form of a 
pamphlet, but so far that has not been 
done. I am enclosing a copy of this 
for your information. 

“Tt is my opinion that since this sur- 
vey was made for us, there has been a 
further increase in the practice, es- 
pecially among larger concerns, as 
mentioned by your correspondent. 
These days it is quite common to ‘view 
with alarm’ and I do not want to be 
classed as an alarmist. 

“But I do feel that here is a ten- 
dency that is really serious and ought 
to be taken up by every commercial, in- 
dustrial, and trade association in a co- 
operative movement to combat this 
drift. 2%, 10 days used to mean 10 


days from the date of the invoice. It 
has now been stretched so that it is 
practically universal to consider 2%, 
10 days as meaning 2% on the tenth 
of the following month. 

“I know certain trade associations 
with which I have corresponded are 
very much against this particular prac- 
tice of redating invoices from the 25th 
to the end of the month as of the first 
of the following month, even though 
some of their own members are most 
active in promoting it. I think that 
if something is not done to produce a 
counteracting movement, this practice 
is going to increase until it covers the 
whole country and practically all lines 
of trade and commerce in the same way 
that 2%, 10 days has now become 
2/10 E. O. M. 

“A local concern, the largest of its 
kind in the world, made a survey of 
24 representative companies on this 
particular subject about the middle of 
the year, with the result that 10 out 
of the 24 reported that they closed 
their billings either on the 25th or some 
other date previous to the end of the 
month and redated the subsequent in- 
voices as of the first of the following 
month. On the other hand, 14 com- 
panies out of the 24 did not make re- 
datings of this kind. 

“I feel safe in saying that, if that 
survey were made today, I think the 
lineup would be half and half instead 
of 10 to 14. If we do not do something 
about this now, it is going to be too 
late.” 


The material referred to in Mr. 
Kase’s letter follows: 


“Our products are sold to many 
lines of trade in the manufacturing, 
wholesale and retail divisions. There- 
fore we are naturally concerned about 
the practice, in certain lines, of redat- 
ing invoices issued between the 25th 
and the end of the month, as of the 
first of the following month. 

“That this practice is growing, is 
indicated by the fact that a number of 
concerns have a clause printed on their 
order forms providing that the invoice 
covering the merchandise ordered, must 
be redated in this manner. 

“To determine the extent of this 
custom, we asked a well known re- 
search organization to undertake a 
survey. This covered twenty-five na- 
tional associations of manufacturers, 
six national associations of wholesalers 
and five associations of credit men. We 





present the results in condensed form 
for your information. 

“Tt has always been contrary to our 
policy to allow such redatings. We 
believe the time has come to take a 
decided stand against the practice. 

“Among the associations of manu- 
facturers and wholesalers it appears 
that there are only a few cases where 
the practice is at all general. These 
are: 

“1. cotton yarn 

“2. automotive equipment 
“3. small leather goods 
“4. silk 

“Somewhat infrequently it is found 
among the furniture and the cutlery 
manufacturers. 

“In the wholesale dry goods trade it 
is apparently confined to the larger 
cities and especially to the Metropoli- 
tan area of New York. It appears to 
be limited, in this line, almost exclu- 
sively to local business between the 
wholesaler and the retailer. 

“In the wholesale drug trade it ap- 
pears to be quite common to invoice 
all purchases bought by retailers on or 
after the 27th of the month as of the 
first of the following month. 

“The reasons given for this custom 
are interesting. One authority lays 
the blame on the introduction of F. 
O. M. terms under which it was found 
that all selling and buying ceased near 
the end of the month because the pur- 
chaser would hold back his orders dur- 
ing the last few days so as to gain the 
extra time he would receive by plac- 
ing them after the first of the month. 

“Another authority says that the 
purpose of this practice is primarily to 
enable business concerns to get their 
statements to their customers early 
and that it is also used for sales pur- 
poses by advertising that all purchases 
made during the last few days of the 
month will not be charged until the 
first of the following month. 

“Whatever other reasons there may 
be, we agree with an official of a large 
national association of manufacturers, 
whom we quote as follows: 

“Tt is our opinion that the fault lies 
largely with the manufacturers and 
others who sell to this class of trade 
in allowing themselves to be dictated 
to, but until trade organizations can 
control, through their code of ethics, 
the action of their individual members, 
this practice no doubt will spread, 
which in our opinion is neither good 
sound economics—nor justified’.” 
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kk * 
‘Tete stock of your problems. 
Aren't there some situations, 
either temporary or recurring, 
which could be eased by a con- 
trolled cash position? Let us ex- 
plain how we can help you. 


x *k * 


OLLARS at Work .. . Every 
manufacturer, every 
wholesaler, would like to 

see that sign in front of his busi- 
ness establishment for the full 
twelve months of the year. 

When dollars are working busi- 
ness hums. When your dollars go 
on periodic sit-downs of 30-60-90 
days’ duration—to carry your cus- 
tomers’ accounts—you’re on a 
spot. Pay rolls may be difficult to 
meet. Perhaps you lose discounts. 
Perhaps your obligations slip past 
due. Perhaps you miss selling de- 
sirable new accounts. 


KEEP CAPITAL LIQUID — 
AND WORKING 
Commercial Credit Company’s 


open account financing plan, 
operated on a “non-notification” 
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basis, is designed to help you keep 
your dollars at work. 

Here’s how. You sell us all or a 
part of your receivables. You get 
immediately the cash you need. As 
a general rule, the cost is less than 
the normal discount you would al- 
low for cash, and your dollars stay . 
as liquid capital in your business, 
rather than in your customer’s. 


CREDIT LOSSES STRICTLY 
LIMITED 


Our exclusive LIMITED LOSS 
clause guarantees you against all 
credit loss beyond a small agreed 
percentage. It is a new form of 
protection in open account financ- 
ing. It makes this modern, flexible 
type of sound, industrial financ- 
ing attractive to the most conser- 
vative business executives. 


COMMERCIAL CREDIT COMPANY 


NEW YORE 


CHICAGO 


BALTIMORE 


PORTLAND. ORE. 


SAN FRANCISCO 
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makes it possible to develop simpler, 
often smaller, forms, which require less 
space for filing and can be filled out on 
smaller machines. All these factors 
should have a profound effect on the 
economics of the office. 


Keeping 
appointments 


Designed as a perpetual desk re- 


oo minder the Visioner, “the automatic ap- 





Office expansion 


How to plan for office expansion was 
discussed by Allen Everett before a 
recent Forum of the National Office 
Management Association. Reporting 
his talk, “Management Review” notes 
that in order to provide the utmost 
flexibility in office routine and pro- 
cedure, it may be found advisable to 
make all clerical units as mobile as pos- 
sible by reducing private rooms and par- 
titions to a minimum, avoiding plaster 
and tile partitions where movable wood 
or steel partitions will suffice, and 
utilizing supply cabinets, locker 
cabinets, etc., for dividing clerical 
spaces. For shelving, lockers, and 
similar equipment the use of standard 
office units rather than specially built- 
in equipment will contribute substan- 
tially to mobility. 

It will be found that the adoption of 
a “Records Retention System” and a 
“Records Destruction Program” will 
help considerably in holding inactive 
office space to a minimum and in reduc- 
ing investment in filing facilities. Rec- 
ords which have outlived their useful- 
ness should be destroyed. The estab- 
lishment of a “Forum Control System” 


CREDIT and FINANCIAL MANAGEMENT . 


pointment keeper,” is a year-round 
tickler file that has been introduced by 
the Cincinnati Mailing Service, 1030 
Woodlawn Ave., Cincinnati, Ohio. 

According to “The Office,” patents 
are pending on its features which in- 
clude an alphabetical file into which 
memo sheets or business cards may be 
filed for reference. This tickler file, 
automatically brings to the attention of 
the user the memo or business card on 
a desired date and simultaneously keeps 
the current date in sight. 

The memo pad space accommodates 
200 sheets, which can be torn off, fit 
both into a card case or the alphabetical 
or tickler file behind it. It is made of 
bakelite and finished in Walnut, Ma- 
hogany and Ebony. 


Multiplying 
punch 


In a recent issue of “The Office” 
there appears a multiplying punch in- 
troduced by Remington Rand, Inc. 
The Powers Printing Multiplying 
Punch is a rapid calculating machine 
which prints a record of all computa- 
tions and punches a Powers card or 
not, as desired. 

Among its features are direct sub- 
traction, non-add control, progressive 
and net totals, half-carry, column lock- 
outs, multiple translator flexibility, 
summary cards, and group multiplica- 
tion. Calculations involving factors as 
high as six digits by six digits can be 
performed at a constant speed of 1200 
an hour. 


- Office talk 


Conversafone, a new _ inter-office 
communication system, manufactured 
by Conversafone Company, 17 West 
60th Street, New York City, was an- 
nounced recently in “The Office.” It 
operates with a single plug-in in an 
electric socket outlet and the rest oper- 
ates by cable. 300 feet of cable are 
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given with each installation as well as 
a year’s service. 


Cousins 

\ in crime 
(Cont, from page 27) under the name of 
J. Cohen. 

After obtaining a court order the 
box was opened and $10,000 in cash 
and other assets were found and 
turned over to the court. 

Investigation disclosed that at least 
a large part of this money was with- 
drawn from another bank by Arons 
under the name of Leo Mills. Now we 
were looking for Abe Arons, Leo Mills 
and J. Cohen who might be one man 
or three men. Months went by but 
there was no let-up by either the Fraud 
Prevention Department or the gov- 
ernment investigators to whom the case 
had been turned over. 

Late in 1936, Abe Arons was located 
in Florida where he was known as 
Dave Brown and was placed under 
arrest by government officers. 

It would seem that Arons had 
about played out his string—but you 
don’t know Abe! He secured the serv- 
ices of one of the best lawyers in Chi- 
cago and then started all the delays 
known to the legal profession. 

Without going into detail regard- 
ing these delays it is only necessary to 
say that Abe Arons—Leo Mills—J. 
Cohen—Dave Brown went on trial be- 
fore U. S. District Judge Sullivan on 
October 27, 1937. 

The government was ably repre- 
sented by Assistant U. S. Attorney 
Thomas Hart who had done such 
splendid work in handling this type of 
violations. After the government had 
presented its case, Abe Arons entered 
a plea of guilty to concealing assets 
from his Trustee in Bankruptcy and 
on November 1, 1937, was sentenced 
to serve 20 months in the Federal Peni- 
tentiary. 

This is the sequel to “Lost and 
found—guilty.” i 

Arons was truly lost from October 
1933 until November, 1937, but now 
he can be found doing time in the Fed- 
eral Penitentiary for defrauding his 
creditors. 

A great deal of credit is due Assist- 
ant U. S. Attorney Hart and the 
agents of the Federal Bureau of In- 


vestigation for their fine work in this 
case. 
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WE BUY 
INACTIVE - UNLISTED 
STOCKS and BONDS 


— you have received from 
debtor companies through 


77-B reorganizations. 


— Quotations on your hold- 
ings will be furnished 


free upon request. 


HORACE I. POOLE&CO. 


Incorporated 


25 BROAD ST. 


NEW YORK 





Senate committees which will consider 
the matter. It has also offered to pro- 
vide witnesses who will testify regard- 
ing the tax at hearings which will 
probably be held by those committees. 


White collar 


personnel 


New York, with the nation’s largest 
portion of white collar personnel, 
serves as a barometer of any trends in 
the field, ““The Office” notes. Several 
significant changes are now being felt 
in the metropolis which may be of in- 
terest to the nation’s office managers. 

According to a semi-annual survey 
by the National Employment Ex- 
change, business executives are evi- 
dencing a preference for men over wo- 
men for office posts. This is in direct 
contradiction to a five-year preference 
for women. Where last year four 
men were hired, the number is now 
five, and last year’s request for seven 
women has dropped to six. 

Employment officials optimistically 
regard this as a healthy sign. They 
point to the fact that men are regarded 
as more profitable long-time employ- 
ment investments, and that a prefer- 
ence for men over women is at last 
significant of a desire to look to the 
future and to build staffs and not just 
to hire for sole maintenance needs. 


“There could be a lot more work 
done around here if they’d use 
Ediphone Voice Writing. It would 
cut the boss’s dictating time 44% 
. «. and no dictation for me at all. 
He could tell the Ediphone details 
the minute they get on his mind.” 


For information telephone the 
Ediphone, your city, or write to 
Dept. Cl, Thomas A. Edison, 
Inc., West Orange, New Jersey. 
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Re-rating the 
insurance risk 


The anti-discrimination provision of 
the proposed new insurance law of 
New York State contains a feature 
which should appeal to the common 
sense of business men, “The New York 
Journal of Commerce” points out. The 
laws of many states now provide, in ef- 
fect, that no insurance rates shall be 
set “which discriminates unfairly be- 
tween risks of essentially the same 
hazards.” The proposed New York 
law adds: “and the same necessary un- 
derwriting expense.” 

Throughout business generally, it is 
customary, when the purchaser saves 
the seller expense, to let him share the 
saving through a reduction in price. 
Thus, transportation in carlots costs 
less per pound than in single packages. 
Most goods are cheaper in large quanti- 
ties than in small. 

Insurance laws, however, seem to 
have been modeled after the postal 
laws, under which the same price per 
stamp is charged whether one or a 
thousand be purchased. The fact is 
overlooked that a stamp is virtually the 
Government’s receipt for prepayment 


of the charge for carrying a letter, and 
the carrying of each letter is a trans- 
action in itself, whose cost is not af- 
fected by the number of stamps a 
sender may purchase at one time. 

Insurance practices are often more 
reasonable than strictly construed laws 
would warrant. ‘Thus, insurance of 
many persons under a group policy is 
effected at a lower cost per member 
than would be charged if each were 
insured in a separate transaction. Col- 
lection and payment of the premiums 
by the employer: cause a considerable 
saving to the insurance company, and 
the group gets the benefit. 

On the other hand, one insurance 
commissioner after another has ruled 
against insuring automobiles of em- 
ployes as part of their employer’s fleet. 
The position is taken that other owners 
of similar cars, who do not secure this 
privilege, would be _ discriminated 
against. 

If the insurance company is saved the 
expense of numerous transactions in 
insuring a number of cars, why should 
not those who made possible this sav- 
ing receive some consideration? If 
one person, representing a group, pur- 
chased for them a carload of some com- 
modity he would get the carlot freight 
rate, although railroads are governed 
by anti-discrimination laws as are insur- 
ance companies. 

The proposed new law in New York 
regularizes what has been common 
practice and opens the way to its ex- 
tension. If it should be enacted in its 
present form, it might prove the start 
of a more rational plan of rating insur- 
ance risks, the “Journal of Commerce” 
concludes. 


Credit and 
fire waste 


In an address before a group of 
junior business executives known as 
the Comers Club of Chicago, E. B. 
Moran of the central division of the 
National Association of Credit Men 
stated “it can be definitely proved that 
the credit losses and waste of the coun- 
try exceeds three to one the registered 
fire waste of the nation.” 

Mr. Moran’s talk, entitled “Quar- 
ter of a Billion Dollar Racket,” re- 
ferred specifically to fraudulent com- 
mercial failures which, while a stag- 
gering figure in themselves, were but 
a small percentage of the total loss by 
commercial business through careless, 
slip-shod methods of credit procedure 
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A Way to i teng 


Credit Losses 


Alert credit executives check 
their customer’s insurance 
coverages as well as those 
carried by their own con- 
cerns. Thus, contemplated 
fraudulent bankruptcies are 
often revealed. Rarely do 
the fraudulent minded bother 
to carry sufficient, if any, 
insurance protection. How- 
ever, excessive fire insurance 
frequently indicates an in- 
tention to use the “‘fire route” 
to fraudulent insolvency. 





Credit losses resulting from 
insufficient insurance protec- 
tion of the customer’s assets 
can be checked by insisting 
before hand on such pro- 
tection. 


The Northern Agent will 
help you analyze such prob- 
lems. He can give you ex- 
pert advice on the insurance 
coverages your Own concern 
should carry. 


The Northern Agent further 
assures you of protection by 
placing your insurance in a 
company which is in its 
101st year of operation. 

There is a Northern Assur- 
ance Agent in your city. If 
you do not know his name 
and address, ask us for it. 


NORTHERN 


ASSURANCE CO., LTD. 
80 John St., New York 


Chicago 








San Francisco 


FIRE 
INSURANCE 
AND 
ALLIED 
LINES 













Ask anywhere in the World what repu- 
tation the Northern of London bears. 
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or failure to properly analyze the facts 
available. 

“A survey has shown that less than 
one-third of the credit men actually 
interest themselves in the analysis of 
customer’s insurance coverage in vari- 
ous forms of insurance protection car- 
ried,” continued Mr. Moran, “and if 
credit managers would use more cau- 
tion in making an analysis and inquire 
as to the insurance carried, fire, cas- 
ualty, liability, use and occupancy, tor- 
nado, windstorm and riot, as well as 
life insurance, it would offer interest- 
ing and valuable data relating to the 
justification for a line of substantial 
credit. 

“A study of innumerable fraudulent 
cases definitely proves that commercial 
crooks, aiming toward the liquidation 
of assets to cash and contemplated dis- 
appearance with cash, will bother very 
little about such things as insurance. 
In these instances there will be little, 
if any, of these various types of insur- 
ance carried. On the other hand those 
contemplating fraud by the liquidation 
route through fire will sometimes in- 
sure heavily. 

“Alert credit executives recognize 
these facts, study the insurance cover- 
age of the various customers and fre- 
quently offer valuable counsel to the 
legitimate dealer as well as detecting 
the undesirable risk.” 


Fraudulent 
insurance 


Postal authorities have pledged full 
cooperation to the Pennsylvania Insur- 
ance Department in its campaign to 
wipe out fraudulent insurance, accord- 
ing to an announcement by Insurance 
Commissioner Owen B. Hunt. The 
problem arises because many of the fake 
concerns use the mails in order to 
solicit prospects, according to Mr. 
Hunt, and send their literature from 
various places outside of the jurisdic- 
tion of the Pennsylvania department. 


Strike 
coverages 

News about strikes takes up a good 
portion of our daily papers, a recent 


item in “Fire Insurance” points out. 
Cc . . _ . 
Sometimes riot and civil commotion are 





THEY HAVE A RIGHT 
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Their policies ate 
Non - assessable 


After years of saving, hoping and 
planning, their “dream house” is 
at last taking shape. Correct de- 
sign and sound construction assure 
permanent value for their invest- 
ment. Time-tested, non-assessable 
insurance in old-line stock com- 
panies, furnished by their trusted 
home-town agent, gives them the 


Theit insurance is 
(Fire « Automobile « Marine « 


SECURE 





right to feel secure. You too, have 
a right to feel secure when the 
real estate loans you make are 
backed by this sound protection. 
When the name on the policy is a 
company of the Fireman’s Fund 
Group, you can feel certain it will 
be always worth par when mis- 
fortune strikes. 


in @ company of 
Casualty + Fidelity + Surety 


FIREMAN’S FUND INSURANCE COMPANY 


HOME FIRE & MARINE 


FIREMAN’S FUND 


IREMAN'S FUND —_ 


Insurance Company 


OCCIDENTAL 


Insurance Company | 
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the accompaniment of labor difficulties, 
and when they are, it’s nice to find your 
agent has provided riot and civil com- 
motion insurance. 

Riot and civil commotion insurance 
is a contract that will indemnify you 
for direct loss or damage caused by: 
riot; riot attending a strike; insurrec- 
tion ; civil commotion ; explosion direct- 
ly caused by any of the foregoing ; and 
explosion occurring from other causes, 
whether originating on the premises of 
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OCCIDENTAL 
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Boston > Atlanta 


STABILITY 


the assured or elsewhere. Generally, it 
may be said that losses due to riot and 
civil commotion and explosion that are 
not covered by a fire policy or not con- 
sidered eligible to a casualty contract, 
are covered by the riot and civil com- 
motion policy. 

The cost of a riot and civil commo- 
tion policy—which includes explosion 
—is moderate and depends on the haz- 
ards of the risk insured and its con- 
struction. 
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Increases Collection Returns! 


Personal contact is a very important factor in 
credits and collections. The small business, 
with a limited personnel and relatively few cus- 
tomers, finds the “personal touch” easy. Large 
organizations find it more difficult. The human 
element imposes limitations which often keep 
the small business small—and just as often lose 
customers for the huge corporation. 

The problem of personal contact is simplified 
by Robotyper. It can widen the scope of the 
small business without increasing personnel. It 
can create a feeling of individual attention to 
every customer for the large business. Glance 
at the chart at the top of the page. Every day 
Robotyper is being used economically and effec- 
tively for these purposes—and many more. Its 
operation allows time for other duties. It will 
triple the number of individually typed letters 
you send. We want to show you what Robotyper 
can do for your business. A demonstration will 
not obligate you in any way—but it will show 
you the way to better business. Your inquiry 
will receive prompt attention. 


Robotyper 





Robotyped Letters 
Are Read! 


Robotyper operates any 
standard make of type- 
writer. Its mechanism is 
simple— its operation, 
easy. Types 100 wor 

a minute. 100 to 150 
average letters in an 
eight hour day. Operator 
has ample time for other 
duties. Battery of four, 
controlled by one oper- 
ator produces 2400 to 
3600 letters a week. 


Equipped with any stand- 
ard Remington, Royal, 
L. C. Smith, or Under- 
wood Typewriter. 
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Telephone 
behavior 


Some sensible “Do’s” and “Don'ts” 
for office telephone users as suggested 
by observing telephone company offi- 
cials, are presented in “The Office.” 

“Leah—Who’s this?—Yeah, this is 


‘| Smith.—Smith, I say—Huh?—I don’t 


getcha—Oh! Okay!”—click! 

The man who suddenly and prema- 
turely slams his telephone upon the 
completion of his conversation is simu- 
lated by telephone company officials to 
the fellow who slams doors. They also 
see a strange similarity between the 
person who pushes a door-bell and 
runs around the house and the man 
who has someone wait at the other 
end for a moment after the call has 
been put through. 

They say the old-fashioned “hello” 
is obsolete. “This is the de- 
partment, Mr. , speaking,” is 
the more useful. A secretary should 
say, ““Mr. Baker’s office.” ‘May I tell 
him who called?” is better than “Who 
is calling?” followed by “Mr. Baker 
is not in.” 

It makes a bad impression to say 
“Wait a minute. I want to get some 
paper and make a note of that.” A 
pad and pencil should be kept close to 
every phone. But they also bemoan 
the fellow who tries to talk with that 
pencil in his mouth, or his cigar or 
pipe. The rule which their operators 
observe is, “Speak clearly, distinctly 
and in a natural tone of voice. Don’t 
whisper, don’t shout, don’t mumble. 
Speak directly into the transmitter.” 

It is a discourtesy to transfer the call 
to someone else if you can handle the 
call yourself. They say it is also dis- 
courteous to keep a person waiting, 
that he should be called back after the 
information is found. Some of the 
other rules they have formulated are: 

It is better to-allow the caller to 
hang up first. Don’t cover the trans- 
mitter while you talk to someone else. 
Be courteous and calm at all times. 
Don’t interrupt, argue or become im- 
patient. Try to place the same cor- 
dial expression in your voice that your 
listener would get if you were talking 
face to face. Impatient “jiggling” of 
the hook to signal the operator does 
not flash the small lamp on the switch- 
board. The right and effective way is 
to move the hook up and down slowly. 
If you are going to be away from your 
desk, be sure that your telephone will 
be answered in your absence and that 
the attendant at the switchboard knows 
where you can be reached. 
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The business thermometer: 


Wholesalers’ sales and collections fell in November under last year’s figures. 


Manufacturers’ sales were 514% lower and collections showed a slight decline. 


Wholesalers: 


The dollar volume of wholesale 
trade declined about 3 per cent 
during November as compared 
with November, 1936, and the rate 
of collections on accounts receivable 
was slightly lower than last year, ac- 
cording to reports from wholesalers 
cooperating in the monthly joint study 
of the National Association of Credit 
Men and the Bureau of Foreign and 
Domestic Commerce. 

Without adjustment for seasonal 
influences, November, 1937, sales reg- 
istered a decrease of 11 per cent from 
October of this year. The collection 
rate was also slightly below the pre- 
vious month. 

Only six of the twenty-two trade 
groups shown in this report recorded 
sales increases over last November, the 
tobacco and drug trades showing the 
greatest gains with sales increases. of 
9.5 and 8 per cent respectively. The 
sales of Paper and Lumber and Build- 
ing Material dealers declined mod- 
erately while other decreases ranged 
down to the 26 per cent loss shown 
for clothing and furnishings. 

Only three regions recorded sales 
increases over last November, the 


PERCENTAGE OF CHANGE IN SALES OF 
1447 WHOLESALERS IN 22 KINDS OF BUSINESS 


NOVEMBER 1937 COMPARED WITH;NOVEMBER 1936 
% Decrease 


KIND OF BUSINESS 


% Increase 
Tobacco & its pro.+ 9.5 - 


Drugs & drug sun.+ 7.8 
Gro. & fds., ex.frm.+ 4.9 
Electrical ‘goods. . + 4.6 
Farmpr.(con.gds.)+ 1.0 
Meats& meat pro.+ 0.2 | 
Lum. & bldg. mat.— 0.9 
Paper & its prods.— 0.9 
Automotive sup..— 2.7 
ither&shoefind.— 2.7 | 
Industrial sup.....— 3.1 | 
General hardware.— 6.6 | 
Heavy hardware. .— 7.4 
Plhe. & heat. -sup.— 8.4 
Me als Mas ata eet —11.6 
Paints & varnishes—12.0 
Dry goods....... —16.1 
Shoes & oth. ftwear—16.3 
Furn. & hshld. fur.—16.3 








enciry & opt. gds.—16.5 

Moch., eq. & sup.—17.2 

Cith. eet ex. she. —25.8 E 

ee Marketing Research Division, Bureau of Foreign 
nd Domestic Commerce. 


Mountain states leading with a gain 
of almost 8 per cent. 
Pacific area were up about two per 
cent while sales in the West South 
Central region were about one per cent 
ahead of last November. Decreases 
in the six remaining regions ranged 
from the 15 per cent decline in the 
East South Central states to practically 
no change in the East North Central 
region. AS compared with October, 
1937, the declines ranged from a de- 
crease of about 8 per cent in the East 
North Central states to a loss of 
slightly more than 20 per cent in the 
Middle Atlantic region. 

The rate of collections on accounts 
receivable for all trades was somewhat 
lower than both last November and 
October, 1937. The collection ratios 
were 67.1 for November, 1937, 67.6 
for November, 1936, and 68.2 for Oc- 
tober, 1937. 

Seven of the 22 trade groups had a 
higher average collection percentage 
for November, 1937, than for Novem- 
ber, 1936. The greatest relative in- 
crease in collections from a year ago 
was registered by the Paint and Var- 
nish trade. 


Manufacturers: 


Manufacturers sales declined 5% 
per cent during November, 1937, 
lu as compared with November, 1936, 
while the rate of collections on 
accounts receivable decreased, accord- 
ing to reports from manufacturers co- 
operating in the monthly joint study 
of the National Association of Credit 
Men and the Bureau of Foreign and 
Domestic Commerce, Department of 
Commerce. 

Without adjustment for seasonal 
influences, November, 1937, sales fell 
off about 16 per cent from October, 
1937, the rate of collections being 


Sales in the- 


somewhat lower than last month. 
Only three of the industry groups 
reported sales greater than last No- 
vember. The Petroleum and Machin- 
ery groups both recorded gains of 
about 11 per cent, while sales of Food 


‘ and Kindred Products increased frac- 


tionally over November, 1936. The 
Paper and Chemical industries showed 
moderate declines, but declines in the 
other industry groups ranged down to 
the 27 per cent decrease registered by 
Non-ferrous Metals and their prod- 
ucts. 

Percentages of collections on ac- 
counts receivable submitted by 497 
manufacturers for November, 1937, 
averaged somewhat less than Novem- 
ber a year ago and were slightly be- 
low October of this year. During 
November this year, the manufacturers 
reporting collected 75.7 per cent of 
their accounts receivable outstanding 
on the first of that month as compared 
with 78.0 during November of last 
year and 77.0 during October, 1937. 

Only three of the 13 industry groups 
shown reported a higher average col- 
lection percentage . for November, 
1937, than for November, 1936. The 
greatest relative increase in collections 
between these periods was registered 
by the Printing and Publishing 
Industry. 

Detailed figures are presented in the 
following tables and charts: 


PERCENTAGE OF CHANGE IN SALES OF 
560 MANUFACTURERS IN 13 INDUSTRIES 
NOVEMBER 1937 COMPARED WITH NOVEMBER 1936 


% Increase 


INDUSTRY 


Mch., notin. tr.eq.+ 0.9 
Food &kin. prods.+ 0.9 
Paper & allied prod.— 2.7 
Chem. & allied pro.— 3.3 
Stone, clay & glass—14.1 
Leather & its prod.—15.5 
Ptg., pub. &all. pro.—15.8 
Forrest products. .—16.2 
Textiles & prods..—21.1 
Motor Veh. parts. —22.2 
Iron & steel & prod.—22.9 
Non-fer. mtl. &pro.—26.7 
Source: Marketing Research Division, Bureau of Foreign 
and Domestic Commerce. 
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WHOLESALERS’ sales and collections on accounts receivable 
November 1937 


Sales reported 








Percent* of collections dur- 
ing month to accounts receiv- 


ot able at beginning of month 


reporti : 
ecllentions Median percentage 









ey ae firms Nov. 1937 percent- 


reporting | 98¢ change from: Thousands of dollars 























sales 
Nov. Oct. Nov. Nov. Oct. 
1936 1937 1937 1936 1937 Nov. 1937|Nov. 1936| Oct. 1937 

Oe e's 5s Eiki ge ips bien sd inaneds ined 35 — 2.7 — 9.5 1,285 1,320 33 63.0 62.0 64.1 
Clothing and furnishings, except shoes................... 20 —25.8 —42.1 996 1.342 10 46.4 48.3 40.9 
Mees nd Other FOGLWERT... on... ccc ecccevcccccecccccccvecs 39 —16.3 —11.5 11,404 13,618 18 40.5 46.5 49.6 
es ele CD ns, cso vu anaes o00sdoeeeusnceees 133 + 7.8 —1.4 22,512 20,885 lll 72.6 71.6 75.5 
ce clean tio. Sas ace vendpy eee esd eheeeaa dle 87 —16.1 —19.1 13,980 16,664 46 43.9 45.4 45.0 
ER, 6. SCR COE Eo. t Geadu sea sthbept pode cee 251 + 4.6 — 5.3 14,808 14,153 187 65.9 68.3 63.2 
Farm products (consumer goods)..................+..+085 19 + 1.0 — 9.4 2,043 2,023 19 112.0 115.0 124.0 
Furniture and house furnishings......................... 30 —16.3 —23.2 2,349 2,805 22 50.2 51.1 52.8 
Groceries and foods, except farm products. ............... 241 + 4.9 — 5.2 29,587 28,214 176 100.0 94.5 99.8 
cic ccebbavasthesesoabese 16 + 0.2 —25.7 7,342 7,330 15 116.5 113.3 118.4 
gs sn cusp bbe ed Se Sanne eee 391 — 6.4 —16.4 25,174 26,883 316 57.7 58.7 59.5 
ee. ici ynpodendiuetecieee ' 182 — 6.6 —14.2 16,781 17,963 19,556 128 50.5 53.0 51.5 
ian inn uh cs Wea bisiph esas cle 27 — 7.4 —11.0 1,171 1,264 26 64.3 59.9 65.4 
hs soe ais ba pasts on b bhene 111 — 3.1 —20.7 3,818 3,940 95 71.3 72.3 69.6 
Plumbing and heating supplies....................... 71 — 8.4 —22.9 3,404 3,716 67 57.1 60.2 64.3 

Jaowelry and optional @00ds. ...... 2... ccc cece ccc cecccccees 19 —16.5 —26.4 1,017 1,218 — _ — 
RA IE I IID, og so 5c en nonce venccdecceccies 11 — 2.7 — 9.5 218 224 11 41.0 45.0 46.0 
Lumber and building materials.......................... 16 — 0.9 —11.8 1,306 1,318 16 61.7 65.2 69.0 
Machinery, equipment and supplies, except electrical... . . 22 —17.2 —23.7 1,812 2,189 19 65.0 62.0 67.0 
eer 6S eh adn a AbhOS SONG SSS San ab <ks0> 8 —11.6 —23.5 328 371 8 72.6 74.0 80.4 
I Oe. Soe olen pubeinabaaNaaiey me q —12.0 —22.3 285 324 9 67.0 57.0 63.0 
oe ne Lew aaa see a RSTS “57 — 0.9 — 8.1 3,772 3,808 39 68.5 69.0 70.7 
SD EE RII va in os 5 055005 0805's. ssw sseces 10 + 9.5 + 3.7 946 864 9 100.0 101.0 104.3 
2 el See A EE, ELENA el oan RE eK 33 + 1.2 — 2.6 7,459 7,368 38 74.8 73.2 72.2 
Rg a Tk ek a ie 1,447 — 2.8 —l1.1 148,623 152,921 167,256 1,102 67.1 67.6 68.2 





*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. The wide differences existing between the percentages for various kinds of business are due principally to variations in terms of sales. 


**Related items in the hardware field are being shown separately and by totals. Information is now being collected and shown for distributors of industrial 
supplies. This heading also includes distributors of mill, mine and steam supplies. 


MANUFACTURERS sales and collections on accounts receivable 
November 1937 










Percent* of collections dur- 





















































ing month to accounts receiv- 
Number of "oy. 1937 percent- Number of able at beginning of month 
Industry ._ firms ate didiome Thousands of dollars firms 
reporting | 98¢ change irom: re ing ; 
sales : collections Median percentages 

Nov. Oct. Nov. Nov. Oct. — — ‘i 

1936 1937 1937 1936 1937 Nov. 1937|Nov. 1936| Oct. 1937 
Food and kindred products, total....................... 119 + 0.9 — 8.1 26,215 25,984 28,520 82 108.2 109.5 117.7 
ES ean akon shes 05 0k~ seus Foeekects 39 + 2.4 + 8.8 6,125 5,984 5,628 8 116.0 106.0 128.5 
Flour, cereals, and other grain mill products... ....... 14 —10.1 —20.2 4,905 5,458 6,145 14 112.2 110.0 121.0 
ee esa hs vianecn carne khan 14 — 0.8 —17.2 3,909 3,940 4,719 14 156.3 173.2 163.4 
a oceans aenbeeseoaeeee 52 + 6.4 — 6.3 11,276 10,602 12,028 46 93.9 96.5 100.9 
Textiles and their products, SS icin sbaen bab aden sein 73 —21.1 —22.5 11,398 14.445 14,702 71 64.7 67.0 65.0 
Clothing, men’s, except hats................ Shexs eae 15 —27.1 —23.5 1,730 2,373 2,260 14 56.5 60.9 54.3 
Clothing, women’s, except millinery.................. 15 + 1.7 —24.2 1,81 1,781 2,392 15 68.8 68.4 68.4 
ee CL ACen panne nawadaenbacen 11 —1.4 — 2.6 2, 2,544 2,575 12 65.9 69.2 60.5 
ee SSE en 32 —31.0 —28.5 5,347 7,747 7,475 30 66.2 68.8 67.2 
NN ee ie An iv ausewnnddbseebat<saence 32 —16.2 —22.9 2,056 2,453 2,667 30 59.3 61.8 62.0 
RES Lee ee ee ere 23 —14.2 —23.4 1,566 1,825 2,045 21 58.5 61.0 63.0 
Lumber, timber,andother miscellaneousforest products 9 —22.0 —21.2 490 628 622 9 62.0 66.8 56.0 
Paper and allied products, total........................5- 60 — 2.7 — 7.4 8,139 8,368 8,787 53 79.0 82.0 84.4 
SE NE WI snes ces vececlocccccese 10 — 9.8 —18.3 2,429 2,692 2,972 9 84.4 90.0 90.0 
Paper boxes and other paper products. ............... 29 — 4.1 —9.1 4,097 4,270 4,507 27 87.0 86.8 88.9 
ee oe Es iy Cw cp anne 21 +14.7 +23.3 1,613 1,406 1,308 17 33.4 38.4 38.0 
Printing, publishing and allied industries................ il —15.8 —52.8 951 1,129 2,013 1l 66.5 64.0 66.0 
Chemicals and allied products, total...................... 42 — 3.3 —22.6 6,782 7,016 8,763 43 64.3 63.9 67.2 
Paints and varnishes................ icahchabaapebKee 19 —11.9 —22.6 1,565 1,777 2,021 19 52.0 50.0 54.0 
Pharmaceuticals and proprietary medicines. . = 14 +10.7 —29.3 1,605 1,450 2,270 14 76.7 77.9 73.0 
Other chemical products....................... & 9 — 4.7 —19.2 3,612 3,789 4,472 10 82.8 87.9 90.5 
eC oe cewan ss tostbonve 55 10 +11.3 — 5.0 34,105 30,642 35,887 10 76.2 77.7 76.8 
Leather and its products, total........................... 27 —15.5 —19.8 5,384 6,371 6,716 26 63.5 71.0 72.2 
ne Se us nck abana 18 — 9.2 —21.9 4,033 4,441 5,163 17 48.3 53.0 51.1 
Stone, clay and glass products. .......................0005 18 —14.1 —18.2 6,329 7,370 7,735 23 78.3 76.9 77.0 
Iron and steel and their products, total................... 51 —22.9 —27.5 24,650 31,963 34,009 50 82.5 86.4 89.8 
SEE ees s —25.6 —26.4 1,477 1,985 2,006 9 80.6 81.7 70.0 
Stoves, ranges and steam heating apparatus.......... 10 — 8.9 —23.8 1,700 1,867 2,230 10 57.5 68.5 72.8 
Other iron and steel products. ......................-. 33 —23.6 —27.9 21,473 |. 28,111 29,773 31 88.0 92.0 96.0 
Non-ferrous metals and their products...... . sites desoeee se 15 —26.7 —19.9 5,018 6,842 6,261 16 76.8 84.9 84.9 
Machinery, not including transportation equipment, total 50 +10.9 —15.9 27,663 24,939 32,885 44 73.0 73.0 72.5 
Electrical machinery, apparatus and supplies......... 19 +10.3 —19.0 19,748 17,901 24,388 21 76.9 77.1 77.0 
Other machinery: founfry products.................. 31 +12.5 — 6.8 7,915 7,038 8,497 28 71.5 60.4 71.2 
Perret ll —22.2 —19.8 2,635 3,389 3,285 10 90.3 93.4 93.0 
Miscellaneous industries... ..... 20... ...... cc cece ce seesnes 41 — 3.2 —22.9 7,225 7,462 9,368 39 65.0 73.8 75.2 
5 te ee at are 560 ae —16.4 | 168,550 | 178,373 | 201,598 497 75.7 78.0 77.0 

*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 


beginning of month. 
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WHOLESALERS’ sales and collections on accounts receivable 
by geographic regions, November, 1937 


















Sales reported Percent* of collections dur- 




















iiaiacil Neashebel ing month to accounts receiv- 
“ittua | Nov. 1987 percent- “Arma | able at beginning of month 
Kind of business and region rms ra from: Thousands of dollars ms 
reporting | #8 change from: reporting i 
sales collections Median percentage 
Nov. Oct. Nov. Nov. Oct. 
1936 1937 1937 1936 1937 Nov. 1937|Nov. 1936|0ct. 1937 











igs eins Sandi onmadawas ensackhnw news 86 — 7.8 —18.0 4,703 5,101 5,736 71 64.6 62.0 
BE NN IIIB. oo osc sng oc cic caipecsedssvecevs 25 + 6.5 + 7.5 1,105 1,038 1,028 15 70.3 67.2 59.8 
on cing a signee ciceerinlctoss 6 —18.0 —21.3 292 356 371 6 61.2 52.5 64.2 
Ac Decikink ys ose SHNees MOwTT EE 6 —22.8 —15.9 122 158 145 6 57.3 60.2 63.7 
osha Tacs keene sins sectesey sonny 15 —14.8 —11.4 334 392 377 13 83.1 83.3 75.3 
Plumbing and heating supplies...................008 9 — 2.4 —20.3 243 249 305 8 47.4 56.9 59.1 
oe dos cig i ne bs ndivessinnacinwa siineesecees 323 — 1.8 —11.1 29,834 30,366 33,544 220 59.5 66.4 65.3 
Shoes and other footwear... ..... 22. .ereccscccsescvcses 12 —12.1 —12.3 1,253 1,425 1,429 _— fas me _ 
ee See ere 20 + 3.7 — 6.5 4,598 4,433 4,915 19 73.3 68.7 75.0 
ec laciashanasneweiocesvehs 16 —6.7 | —16.6 1,327 1,810 1,590 — fe - — 
SEI One ORT 51 — 3.2 —— ae 3,080 3,182 3,137 40 65.5 71.5 65.3 
Groceries and foods, except farm products. ........... 48 +5.9 | —4.5 6,053 5,715 6,337 35 98.9 94.3 89.8 
ee ere eer 32 —10.0 —16.8 2,334 2,592 2,806 26 48.3 47.8 48.9 
BT Ig vo ne cc sslecisecncserccsenseosseceste 10 — 5.9 —14.6 270 287 316 5 53.4 54.7 64.1 
Industrial supplies**........ egeeweceaattt 29 — 2.3 —14.9 856 876 1,006 25 73.8 76.7 80.4 
Plumbing and heating supplies 20 —10.9 —26.5 1,019 1,143 1,387. 20 55.0 49.3 52.0 
Jewelry and optical goods. ..............-...eeee eee 14 —25.1 —$7.4 571 762 912 — So — — 
Lumber and building materials...................... 6 —23.0 —17.8 272 353 331 6 54.4 55.6 57.5 
Paper and its products............-....-+eeeseeeeeees 18 + 0.2 1s 1,272 1,269 1,325 _ ee as _- 
Hest North Contra... .........000ccssscceesscscwsessocss 263 — 0.1 ies 27,707 27,720 30,255 210 74.1 73.0 75.0 
Automotive supplies. .............-..ceeceesceeeeeeee 8 + 1.2 —21.7 412 407 526 7 61.0 61.0 61.0 
MONG GIN CINE MURTIIOB, 555.5 5 osc ccc cccteracsnccces 23 + 5.7 +04 3,709 3,508 |. 3,694 17 83.7 88.0 89.7 
BO IM wins asics scien cine ncetas ee ccansssvecenies Sais 9 —11.3 =? 1,199 1,351 1,405 9 46.8 46.2 48.3 
Selectrical QoOds. .........- 2+ scccrcescsccreeescceeees 56 + 8.6 — 8.0 4,141 3,814 4,500 34 74.2 68.1 65.3 
Groceries and foods, except farm products............ 57 + 5.9 nw, 8,092 7,639 8,278 45 106.0 90.0 106.0 
General hardware. ............-0sscccscesececceseeees 21 0.0 ates 4,149 4,150 4,828 18 60.4 59.6 55.7 
Industrial supplies**........ AUS MAAN «Kain o4oe 25 + 6.1 —191 993 936 1,227 22 75 2 75.5 71.7 
Plumbing and heating supplies....................++- il a —25.9 436 469 588 10 69.5 66.8 71.6 
ee Ror re 14 + 0.7 — 8.1 1,385 1,375 1,507 13 70.0 75.6 70 7 
ais is ccs daere ses nce cits 185 —9.0 | —10.4 | 29,558 | 32,466 | 32,974 142 63.0 65.2 67.4 
Automotive supplies. .............-..--.0- eee ee eee eee 9 +12.5 + 6.4 234 208 220 8 71.4 70.0 69.2 
Clothing and furnishings, except shoes............... 7 Se —34.0 175 184 265 one a pis - 
Shoes and other footwear.............-00ssseeeeeeeees 7 —14.5 4.47 8,293 9,699 8,154 —_ on — — 
Doemee ONe GFOE SUMETIOD. .. ....-. 2.5.0 cvcesccccsccses 13 + 3.0 == §9 2,207 2,142 2,418 13 76.6 75.7 82.0 
MMOD. o's a secen  F4 ese cncederececersivecssceses 8 —21.6 —10.5 4,575 5,832 5,109 6 43.8 42.9 44.6 
Electrical goods.......... Reaitintkeeshitos Soeucgss owes 27 +14.6 — 6.7 1,459 1,273 1,563 wag 50.2 56.8 55.4 
Furniture and house furnishings. ...................- 8 —10.6 —21 1 1,243 1,391 1,575 6 38.3 45.0 43.0 
Groceries and foods, except farm products............ 33 + 0.5 <=? a 3,602 3,585 3,888 22 100.5 113.0 102.7 
INNIS on sss 5 5 s.acaccs ccccksnenne so Senne aces il —10.7 —15.5 1,790 2,004 2,119 9 43.7 48.8 47.6 
eS Se 5 + 7.4 —33 3 58 54 87 5 62.9 55.1 51.3 
Industrial supplies**........ ae ene Ran ANSae Ree 14 + 2.4 —18.7 431 421 530 13 68.6 68.3 78.7 
Plumbing and heating supplies....................... 9 —16.8 —27.8 218 262 302 8 67.9 60.0 61.7 
e 
WA AEIOMNI conc ioc cwedecsiissse pad eoentiesevwn ee 187 —2.8 | —s8.7 | 13,292 | 13,675 | 14,561 138 63.6 66.4 66.1 
Shoes and other footwear.. .............+2+-+seeeeeees 5 —33.3 —53.1 496 744 1,058 oak ae ae — 
Drugs and drug sundries................sccscccsceees 25 +10.3 +103 2,456 2,227 2,227 21 71.4 69.1 74.0 
CN cep nas Sas cs eek isan ach sn newns ines se seetn 13 —14.3 $9 1,512 1,765 1,647 7 44.1 44.4 44.1 
NINES 055 cscs son 545 acne usp Sesoess ae eeee's 33 0.0 es 1,390 1,390 1,462 26 70.0 74.5 68.8 
Groceries and. foods, except farm products. ........... 30 + 2.8 ae 2,017 1,963 2,102 20 103.4 96.1 94.5 
fos anhanswacinrdusarnirscven ses 27 —11.3 | —110 1,685 1,399 1,894 24 49.7 53.0 50.6 
Industrial supplies**........ Siemasiesie ed Seah xe diewete a 12 + 1.8 —12 4 283 278 323 8 58 3 58.8 59.4 
Plumbing and heating supplies....................... 9 — 6.4 —20.8 775 828 978 8 55.3 59.3 59.0 
PI III 55.55.5550 8 6 5%s 0s vs ace sines sts 6 —13.8 0.0 300 348 300 5 68.4 65.4 73.0 
East South Central........ Sa iimwnd tanseekamabwnate sy icec¢s 79 —15.4 —16.0 5,889 6.962 7,010 51 56.4 59.3 60.2 
ME OEE CUNO, . . 5... woos cc oes vcasesescccees 13 + 1.4 a se 1,282 1,264 1,371 9 53.5 46.5 52.7 
Se ee eee 11 —$0,3 —%#.7 1,103 1,582 1,505 on a se — 
Groceries and foods, except farm products. ........... 13 — 1.8 —94 648 660 715 7 98.5 94.7 81.6 
No oo ce ext Sashes eves ween ve aed 17 —24.2 —15.7 1,484 1,957 1,761 11 46.4 48.3 51.1 
West South Central....... Piola sn ie pices EUAN map eae seaee's 111 + 0.9 lim 11,036 10,940 12,871 78 69.1 74.0 71.0 
MOND NE GNU OUMIIIOD. «5. os 5c oo cccccvessecscccss 16 +20.3 0.0 2,390 1,987 2,390 15 81.4 83.0 78.0 
I arco ayaa fe woh oc cAR eve Sasa N Oh Aes ayeaes 14 —40 a. 1,523 1,587 2,043 igo oo me — 
OE SS eee Sa eee 17 +16.8 on 743 636 786 13 62.1 74.0 57.3 
Groceries and foods, except farm products. ........... 24 + 4.9 non 3,200 3,051 3,449 20 91.6 94.7 100.3 
III 2 2G... a sind Fe ainene'seesvae cts 21 + 4.7 —10.4 1,556 1,486 1,736 17 52.7 55.2 55.5 
RRO RE PR ye Faas Sabaas S6ed ve Hens dew eacesces 49 + 7.8 —18.7 6,331 5,872 7,787 41 68.8 73.4 74.4 
Drugs and Ns Bee lL S enigis © acmacseen ae 5 + 7.0 — Ks 794 742 840 “A = aa _ 
Electrical Dee ok eee ET eunayaauhace 12 —14.5 —24.4 430 503 569 10 63.1 63.8 73.3 
Groceries and foods, except farm products. ........... 6 + 6.4 ne ee 1,205 1,132 1,325 ae eh gs _ 
I ooo rattan oC eae coos va eine ha 5 —13 —19.3 538 545 667 ~- — — = 
Pacific... .... RTs es ae Byes Win apts daha’ 164 +2.3 | —10.0 | 20,273 | 19,819 | 22,518 151 65.7 64.8 68.8 
NINN 6.5, doves sdasu sian es voionas 11 — 6.6 — 38 295 316 305 ll 63.0 61.8 63.5 
ugs and drug sundries. ...............0.00cee0eeeee 10 +10.5 | + 3.1 4,219 3,817 4,094 9 65.6 71.0 71.4 
MN SON Sc Sea ocd can Seinen Guess 65.00 Resse s 12 —15.4 —22 9 1,041 1,230 1,351 11 47.4 49.4 53.0 
CR eae Si ed enc akvedesebenavad es 26 + 4.9 —54 2.303 2,196 2,435 25 68.3 64.8 71.6 
Farm products (consumer goods)..................... 5 + 3.0 —24.8 695 675 924 5 99.0 100.3 127.6 
Furniture and house furnishings..................... 9 —26.7 —$4.3 508 693 773 8 59.0 57.3 60.3 
Groceries and foods, except farm products. ........... 23 +7.0 | —61 4,521 4,226 4,814 19 111.0 109.0 110.7 
I NN NE I oon ac 5 sso snc ect sscccnises 5 +18.9 oes 548 461 677 — lo — — 
eis cbuanvctnivesdccavisceshars 16 —0.7 | —125 2,953 2,974 3,374 14 52.3 55.0 51.5 
Industrial supplies**........ ici ka eas angeinthc les Bink ace 8 —15.3 —22.6 199 235 257 8 58.1 62.3 60.5 
Plumbing and heating supplies....................... 11 — 8.6 —17.8 553 605 673 11 61.2 71.1 70.8 
ee a eee are 7 + 5.7 —31.3 279 264 406 6 70.3 63.5 72.5 





*These figures should not be related to sales figures for current month. They represent only ratio of collections during that month to accounts receivable at 
beginning of month. The wide differences existing between the percentages for various kinds of business are due principally to variations in terms of sales. 


**Related items in the hardware field are being shown separately and by totals. Inf tion i bei liected and sh for distributors of industrial 
supplies. This heading also includes distributors of mill, mine, ond steam “a oe ee yo eee Cae eee 
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DAYS OF CREDIT— 


Coming up! Another year of credit granting.. Many times during 
these next 365 days you will be wanting information about Bill Jones or the 
XYZ Company,—you'll want it quickly and you'll want it accurate. 


And that's where the Hooper-Holmes Bureau comes in on your 
calendar of events. This organization is built for the sole purpose of pro- 
viding dependable information, promptly. It operates as efficiently in San 
Francisco as it does in Dallas, Detroit or New York. Seventy eight offices 


manned by trained men are at your call. Make a memo now, the next 
time you need information— 


SPECIFY 
HOOPER-HOLMES 
REPORTS 


ee PHIOPER-HOLMES BUREAU, INC. 


MAIDEN LANE, NEW 





When writing to advertisers please mention Credit © Financial Management 
44 . 











NEWS ABOUT CREDIT MATTERS 


A Section Devoted to Association Affairs 





20th of Month Before Issue 


JANUARY, 1938 








Pioneer of 
Bankruptcy 
Act Is Dead 


New York.—Harold Reming- 
ton, an authority on bankruptcy 
law and one of the writers of 
the original Federal Bankruptcy 
Act, died at his home in Long 
Island on December 15th. 

Mr. Remington had been a 
close friend of the National As- 
sociation throughout his active 
career in New York and had 
cooperated with the Association 
in several of its National Legis- 
lative campaigns. 

Mr. Remington served as a 
referee in the New York area 
for some time and was one of 
the first to advocate the appoint- 
ment of reresentatives of state 
organizations such as the Na- 
tional Association of Credit 
Men to act as receivers and 
trustees in bankruptcy cases. He 
patterned his opinion on such 
matters after the English situa- 
tion where members of Boards 
of Trade usually handle such 
cases. His efforts in behalf of 
the credit representatives was 
not always accepted on a popu- 
lar basis by other New York 
referees. 


Tells How Bad 
Debt Losses 
Fit In Taxes 


Joseph Hummel, a Grand 
Rapids Certified Accountant, 
gives the following advice rela- 
tive to charging off bad debts 
and showing such charge offs 
on income tax return: 

“Income tax regulations pro- 
vide that bad debts must have 
been actually charged off the 
books in order to be allowed 
as income tax deduction for the 
year in which the account be- 
comes uncollectible. 

“If the taxpayer has not been 
able to get any response through 
conscientious collection methods, 
he ‘s justified in charging off 
the -ccount.and claiming deduc- 
tion therefor.” 

This will be of interest to 


trea-urers in- making up tax re- 
turns. 





Albert E. Peltz, First President Of 


South Bend Association, Is Dead 


South Bend.—Albert E. Peltz, 
first president of the South Bend 
Association of Credit Men and 
president of the Peltz-Kaufer 


Company, Inc., of this city, died. 


late in November at his home 
on Kessler Boulevard. Mr. 
Peltz was first affiliated with 
Jacobson, Peterson and Com- 
pany, and later with the firm 
of Jacobson, Peterson and Kau- 
fer. Later the firm’s name was 


J.M.Brugler 
of Rochester 
Is Honored 


Rochester.—J. Mercer Brug- 
ler, a past president of the 
Rochester Association of Credit 
Men and a present director; 
also, a member of the Foreign 
Credit Executive Committee of 
the National Association of 
Credit Men, has just been 
elected to the Board of 
Trustees of the Rochester Sav- 
ings Bank. Mr. Brugler fills 
the place of the late William 
A. E. Drescher. Mr. Brugler, 
who is also a director of the 
Rochester Credit Men’s Service 
Corporation, has been active in 
a number of Rochester civic 
activities. He is a graduate of 
the University of Rochester and 
is now serving as President of 
the Associated Alumni of the 
University of Rochester. 

It is worthy of note that Mr. 
Brugler takes the place on the 
Rochester Savings Bank Board 
formerly occupied by one of the 
pioneers and organizers of the 
Rochester Association, William 
A. E. Drescher who was Credit 
Manager of the Bausch & Lomb 
Optical Company of this city for 
a number of years and was an 
organizer of the Rochester As- 
sociation back in 1896. 





Explains New Tax 
Law to Credit 
Men at G R. 


Grand Rapids.—E. T. Conlon, 
representing the Michigan State 


changed to Peltz and Kaufer. 

Mr. Peltz was one of the 
group of business executives in- 
terested in credit which or- 
ganized the South Bend Asso- 
ciation and he became the first 
president and an active sup- 
porter of the Association ever 
since. Mr. Peltz was known 
and admired by a wide circle 
of business friends throughout 
the St. Joseph valley. 


Trial Balance 
Is Made Basis 
of Fraud Case 


A case of unusual interest to 
credit men resulted in a 30 Day 
Workhouse term for an individ- 
ual who submitted a trial bal- 
ance in lieu of a financial state- 
ment and obtained credit on the 
trial balance. The New York 
Credit Men’s Association as 
assignee informed the court that 
the trial balance was false in 
the amount of $2,681.00. The 
Mill Factors Corporation had 
extended credit on the basis of 
this trial balance in the amount 
of $1,000. Judges Walling, 
Gresser and Hackenburg of the 
Special Sessions Court held that 
the trial balance was in fact a 
financial statement and that the 
same State Law which applied 
to false financial statements also 
applied to the issuing of a trial 
balance when it was presented 
as a basis for credit. The Mill 
Factors Corporation was the 
only creditor to receive the trial 
balance and was the complain- 
ing witness in this case. 





Chamber of Commerce, was the 
speaker at the luncheon meeting 
of the Grand Rapids Associa- 
tion of Credit Men on Decem- 
ber 16th. Mr. Conlon spoke 
about the new State Tax now. 
called “Use Tax”. The talk 
was one of the most interesting 
presented on this year’s series 
of luncheon programs as a great 
many of the members of the 
Association are the officers of 
their corporations who look 
after tax matters. 





Oregonian 
Gets 4 Year 


Fraud Term 


Portland.—On December 6th 
Harold M. Mallory, a former 
merchant at Klamath Falls, was 
sentenced to a four year term 
in the McNeil Island federal 
prison after conviction on a 
charge of concealing property 
of a bankrupt estate. Mallory 
operated the Old Fort mercan- 
tile stores in Klamath Falls and 
was alleged to have withheld 
property valued at $500 from 
his declaration of assets in bank- 
ruptcy proceedings. Creditors 
claimed a loss of $13,000 in the 
estate. 

The sentence is one of the 
most severe meted in recent 
years in federal district court, 
according to Manley Strayer, 
U. S. deputy attorney who rep- 
resented the government in 
court. It was hinted during the 
hearing of this case that an ef- 
fort was being made to prose- 
cute every case of fraud which 
developed in bankruptcy pro- 
ceedings. 


U.of C. Holds 
Educational 
Conference 


Chicago.— Credit men and 
business men in general will be 
interested in the announcement 
by the University of Chicago of 
the Fifth Annual Conference on 
business education. The subject 
of the conference is “Business 
as a Social Institution.” The 
dates are June 30th and July 
Ist, 1938. 

Among the subjects to be dis- 
cussed under the heading “Busi- 
ness as a Social Institution”, 
will be the relative responsibili- 
ties of government and voca- 
tional training and the respon- 
sibilities of education for effec- 
tive participation in business. 
Morning and afternoon sessions 
will be held on both days. A 
credit program will be avail- 
able by addressing the School 
of Business, University of Chi- 
cago, after January Ist. 
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Donations to 
Conventions 


Deductible 


Grand Rapids.—Rodney 
Schopps, manager of the Grand 
Rapids Convention Bureau, has 
made the following announce- 
ment to firms supporting his or- 
ganization: 

“The Commissioner of Intern- 
al Revenue has ruled with ref- 
erence to Section 23 of the 
Revenue Act of 1936 as applic- 
able to contributions. The 
Commissioner’s ruling is as fol- 
lows: “A corporation may con- 
tribute to help bring a conven- 
tion to a city and the entire 
amount of contribution is 
properly deductible as a busi- 
ness expense where the corpora- 
tion expects the convention to 
increase its business in an 
amount commensurate with its 
contribution.” 

This ruling is of special in- 
terest to cities which contem- 
plate making a _ bid _ for 
N.A.C.M. national conventions. 

It is suggested that a close 
check should be made with cor- 
poration auditors of these de- 
ductions as expense items when 
making up income tax reports 
covering this year. It would 
not of course be difficult to show 
that a credit convention, either 
district or national, helps to in- 
crease profits through better 
methods and according to this 
ruling may be deducted. 





ZEBRAFFAIRS 


San Francisco.—Once again 
the boys from San Francisco 
have made good on their city’s 
slogan “San Francisco Knows 
How.” On November 13th, the 
San Francisco Herd journeyed 
to Sacramento, the capital city 
of California and initiated fif- 
teen lowly mules into the 
mysteries of Zebradom. 

Although their trek over the 
burning sands was long and 
arduous, the Sacramento lads 
came through with flying colors 
and another Herd of the Royal 
Order of Zebras has come into 
being. The enthusiasm dis- 
played by this livewire bunch 
makes sure that the new herd 
will be outstanding in its activi- 
ties on the Pacific Coast. 

San Francisco’s bi-monthly 
luncheon meetings continued to 





hold the interest of all members. 
On November Ist, Zebra Cliff 
Levo, credit executive from 
Hills Bros. Coffee Co., spoke on 
the Coffee Industry and on No- 
vember 15th, Zebra Lou Miller 
of MacMillan Publishing Co., 
brought his Pacific Coast Mgr., 
Mr. J. H. Beers to address the 
herd on matters pertaining to 
the book industry. 





Milwaukee—The Zebra 
Bowling Team. got underway 
December 4th with four teams 
on hand to compete in the reg- 
ular games and also a special 
contest in which the low man 
wins. This was the first of a 
series of Zebra Bowling Parties 
scheduled for the Winter 
months among the members of 
the Milwaukee Herd. 


Radio Jobbers Form New 


Group In Seattle A.C.M. | 


Seattle—The Northwest Radio 
Jobbers Association has afhiliat- 
ed with the Seattle Association 
of Credit Men under the group 
name of The Radio Jobbers 
Credit Control Group. A num- 
ber of the leading radio job- 
bing houses in the Pacific North- 
west have already signed up in 
this group activity and several 


other jobbing houses are ex- 
pected to enroll shortly after the 
first of the year. 

The new Radio Jobbers 
Group in the Seattle Association 


is patterned after a_ similar 
credit control group in San 
Francisco. The success of the 


group in San Francisco has been 
quite marked. 








Holds State 


Has Prior 
Claim in Tax 


New York.—A decision re- 
cently handed down in the Cir- 
cuit Court by Judges Swan 
Leonard, Hand and Manton re- 
verses a District Court decision 
to the effect that the city of New 
Y-« rk does not have prior claim 
for the collection of sales tax 
in the case of a bankruptcy ad- 
judication. The District Court 
had held that the city of New 
York did not hold a prior claim 
because of its sales taxes, but 
Corporation Counsel Paul Win- 
dels appealed the case to the 
Circuit Court and won a re- 
versal which sets out that the 
city sales tax is a prior claim. 





| Teigan Resigns 


As Secretary 
of Law League 


Martin J. Teigan, secretary 
of the Commercial Law League 
of America for the last 11% 
years, with headquarters at 
Chicago, has resigned. Mr. 
Teigan disclosed at the annual 
banquet of the New York Men- 
bers’ Association of the League 
here that he has accepted the 
post as secretary of the Law 
List Committee of the American 
Bar Association. 

Mr. Teigan’s first Commer- 
cial Law League convention 
was at San Francisco in 1926. 


Cleveland Board of Trustees and Past Presidents Greet National President Fielden 
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The above photograph was taken on the occasion of the recent visit of National President Paul Fielden at the Cleveland 


Association. 


Reading from left to right those in the picture are C. H. Pomeroy, National Malleable & Steel Castings Com- 


pany; J. D. Cathon, The Hoover Company; L. C. Loomis, The Geo. Worthington Company; Herman Thiessen, Oglebay- 
Norton and Company; J. H. L. Janson, The Cleveland Trust Company; T. G. Murphey, The Sherwin-Williams Company; 
Esther Bauer, National Carbon Company; Fred Roth, The Whitney-Roth Shoe Company; J. C. Knox, Swift & Company; Na- 
tional President Paul Fielden; W. E. Rice, retired; L. Frank Wharton, Asst. Sec. Cleveland Association; H. T. Riddick, The 
Osborn Manufacturing Company; B. R. Tritton, American Stove Company; H. deBeauclair, The Cleveland Wire Spring 
Company; L. W. Stolte, Fairbanks, Morse & Company; C. L. Whitaker, Steel and Tubes, Inc.; Hugh Wells, Secretary, 
Cleveland Association 
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Cleveland 
President 
Asks Unity 


Cleveland.—John C. Knox, 
President of the Cleveland As- 
sociation presented this very in- 
teresting message to the mem- 
bers of his Association in the 
December issue of Credit News, 
the Cleveland monthly bulletin, 
under the title “Let’s Go For- 
ward!” 

“Business development today 
requires greater efficiency, ca- 
pacity, knowledge and co-ordi- 
nation. Credit is a most im- 
portant factor. Wisely used, 
credit spells progress. Abused, 
it brings business decay and 
even destruction. 

“Every phase of credit must 
be safe-guarded. We must im- 
prove the sources of informa- 
tion, encourage business ethics, 
further important business legis- 
lation, eliminate the fradulent, 
provide the best protective tools 
possible, study business. trends, 
educate ourselves and elevate 
the credit profession. 

“But—these accomplishments 
do not just happen. It requires 
organized, co-operative and 
planned effort. Your Associa- 
tion is a branch of the greatest 
organization in the world ever 
vigilant in every field of credit 
work.” 


CLASSIFIED ADS 





POSITION WANTED 


Credit Manager or Assistant, 36, 
college trained, now employed, de- 
sires new connection. Locate any- 
where Eastern United States. Fully 
experienced wholesale credits. Ne- 
gotiations confidential. Reply Credit 
and amen Management, Box 

. 2. 





CREDIT MAN 


Young man who has had an un- 
usual business training with well- 
known corporations desires position 
as Credit or Collection anager. 
A thoroughly trained married man, 
7 years of age, excellent education. 
Plenty of initiative and tact. Cap- 
able of assuming full charge of of- 
fice force, also capable of handling 
any correspondence that might arise 
in the modern organization. Excel- 
lent credentials as to character and 
ualifications. Write to Box No. 2, 
redit and Financial Management. 


THIS CREDIT EXECUTIVE 


CAN HELP YOU with 15 years 
experience as Manager of Credit 
and Collection department of na- 
tionally known manufacturers with 
yearly charge sales in excess of 
$25,000,000. 
.. Sales-minded, forceful 
ity, tactful, competent. 
Desires permanent connection of- 
fering considerable responsibility. 
Address Credit and Financial 
anagement, Box No. 1 


personal- 








Milwaukee.—A complete sell- 
out was the report of the com- 
mittee in charge of the Annual 
Christmas Party of the Mil- 
waukee Association of Credit 
Men which was held on Decem- 
ber J8th, at the Milwaukee Ath- 
letic Club. On December 9th, 
it was announced that only 
thirty tickets remained to be sold 
for the Christmas Party, and 
by the evening of December 
18th not one of the alloted 
number of cards remained un- 
sold. 

Pittsburgh—The Credit As- 
sociation of Western Pennsyl- 
vania observed Christmas at 
its luncheon meeting at the Con- 
gress of Clubs Auditorium on 
December 21st. Bishop A. W. 
Leonard of the M. E. Church 
in the Pittsburgh Area was the 
speaker. A Christmas lunch- 
eon committee was under the 
direction of A. Harry Gardner, 
as Chairman. 

Los Angeles—The Los 
Angeles Credit Men’s Associa- 
tion held its 19th Annual Christ- 
mas Party on Friday, Decem- 
ber 17th, at the Santa Monica 
Deauville Club. A _ program 
started off with a dinner at 
8:00 and with a vaudeville re- 
view presented at 9:30. At the 
close of the vaudeville program 
dancing was enjoyed until a 
late hour. 

Richmond. — The Annual 
Christmas Party of the Rich- 
mond Association of Credit 
Men was held at the Westwood 
Supper Club on December 16th. 
Dr. Raymond B. Pinchbeck, 
Dean of the University of 


Christmas Programs 





Virginia, at Charlottesville, Va., 
was the after dinner speaker. 
After the dinner danc- 
ing was enjoyed until a late 
hour. 


Cleveland—The committee in 
charge of the Annual Christmas 
Party of the Cleveland Asso- 
ciation in order to encourage 
advance reservations placed a 
premium of 25c per ticket on 
all reservations made twenty- 
four hours before the annual 
dance which was held at the 
Statler Hotel on December 17th. 
Tickets reserved up to Decem- 
ber 15th were sold at $2.50 per 
person. The afternoon of the 
15th, the charge was $2.75. The 
Christmas Party opened with a 
dinner at 6:30 which was fol- 
lowed by eleven games of Keno 
with a long list of prizes offered 
for the winners. Prizes and 
favors were also distributed 
during the hour set aside for 
dancing. 


Cincinnati—Members of the 
Cincinnati Association of Credit 
Men went to the Cincinnati 
Club on December 18th for their 
Annual Dinner Dance. More 
than 200 were on hand to en- 
joy the festivities which by tra- 


dition in the Cincinnati organi- * 


zation is the only purely social 
session of the Association year. 


New York, N. Y.—The New 
York Women’s Credit Group 
held its annual Christmas Party 
at the Hotel Shelton on Decem- 
ber 28th. A dinner served by 
the hotel was followed by a 
visit by Santa Claus and the 
disposition of gifts. 


Furnishings Makers Issue Edict 


Against Assignments by Debtors 


New York.—The Men’s Fur- 
nishings Manufacturers Credit 
Group recently went on record 
with a strong. declaration 
against the practice of filing as- 
signments before calling togeth- 
er the creditors. The declara- 
tion stated:—“The practice of 
tying the hands of creditors, 
either by assignments or by sale 
of assets before creditors are 
called together cannot be per- 
mitted. 

“When the retailer is in dif- 
ficulty he should come to his 
creditors who in many instances 
have acted to help debtor stores. 
In addition, since creditors have 
a major interest in the case, 


‘they have every right to a voice 


in deciding how to dispose of it. 
“This group will act to pre- 
serve this right by having re- 





course to bankruptcy proceed- 
ings. In this way, the dealer in 
distress will soon learn that his 
best course is to go directly to 
his creditors and give them an 
opportunity to act in the inter- 
ests of all.” 





Mrs. Cottrell Quits 
As Secretary 
of Triple Cities 





Binghamton.— Mrs. Thelma 
Cottrell who for the past sev- 
eral years has served as secre- 
tary of the Triple Cities Asso- 
ciation of Credit Men of this 
city, moved with her family to 
California on January 1st. Mrs. 
Cottrell was the guest of honor 





C.P.A.’s and 
“C”*’Men Talk 
Over Work 


The New York Credit Men’s 
Association joined with the New 
York State Society of Certified 
Public Accountants, the Robert 
Morris Associates, Bank Credit 
Associates, the Uptown Credit 
Group, and the Downtown Tex- 
tile Credit Group at a big ses- 
sion at the Waldorf-Astoria on 
December 13th. 

The subject of the conference 
was “How can the accountant, 
the banker and the credit man 
better serve the business com- 
munity.” David E. Golieb, 
Treasurer of International 
Handkerchief Mfg. Company 
spoke from the viewpoint of 
the credit man. Arthur H. 
Carter, a former president of 
the New York Society of 
C.P.A.’s spoke from the view- 
point of the accountants and 
Joseph A. Bower, Executive 
Vice-President of the Chemical 
Bank & Trust Company, from 
the viewpoint of the banker. 
James F. Hughes, Chairman of 
the Committee on Cooperation 
with Bankers and Other Credit 
Grantors, acted as chairman of 
the meeting and conducted the 
question and answer period fol- 
lowing the addresses of the 
speakers. 

The conference was given a 
state-wide importance by means 
of an amplified telephone hook- 
up connecting similar meetings 
in Albany, Syracuse, Rochester 
and Buffalo. At all of these 
places, credit men and bankers 
joined with the C.P.A.’s in lis- 
tening to the discussion. In this 
way, the discussion held in New 





York presented two large 
groups in the four other cities. 
This annual credit  con- 


ference is now considered one 
of the big programs on the 
calendar of the Certified Pub- 
lic Accountants Society. 


at a farewell dinner and Christ- 
mas party given by the Credit 
Women’s Dinner Club of the 
Triple Cities Association. She 
was presented with a pearl-set 
Zonta pin as a farewell gift. 

Mrs. Cottrell had not decided 
upon her plans but hopes to 
make a business connection after 
reaching the coast. 

The Triple Cities Associa- 
tion of Credit Men has not se- 


lected a successor for Mrs. 
Cottrell. 
This Association recently 


changed its name to cover the 
three cities. 
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Legal aspects of 
\y building credits 


(Cont. from page 19) a contractor or sub- 
contractor constitute a trust fund in 
the hands of the contractor to pay all 
sub-contractors. The intention of this 
Act is to make the misuse of a trust 
fund in the hands of a contractor a 
misdemeanor under the Statute. 


Il 


Amend the mechanics’ liens law to 
make it a misdemeanor for a contractor 
to wrongfully cause material purchased 
to be used in a certain building to be 
removed from that location and placed 
in another building without the writ- 
ten consent of the material man. 


IV 


Clarify the rules of evidence with a 
view of changing the burden of prov- 
ing enhancement of value to the owner 
instead of permitting the burden to re- 
main on the claimant where fixtures 
are installed by replacing old fixtures. 
Under the present law the contractor 
and sub-contractor in most cases find 
themselves at a considerable disadvant- 
age in proving up a prior lien to the 


mortgage encumbrance based on the en- . 


hancement value of the improvement 
to the building. 


Vv 


Amend the mechanics’ lien law pro- 
viding that no contractor may agree to 
secure the waiver of a sub-contractor’s 
or material man’s lien prior to payment 
for the labor and merchandise sup- 
plied. This provision would avoid the 
recent attempts by general contractors 
to place upon the record a contract 
under which all persons who supply 
labor or material to certain premises 
waive the right to file mechanics’ liens 
in advance of supplying the labor or 
material. 


VI 


Definitely establish the rights of con- 
ditional vendors in the State of IIli- 
nois and create a sound market for in- 
stallment paper issued under a condi- 
-tional sales contract. It is important 
that the Legislature provide for the 
recognition of conditional sales con- 
tracts by definitely fixing its legal 
status. The intention of this Act 
would be to determine the character 
of certain chattels which shall be desig- 


nated as personal property after their 
annexation to real estate independently 
of any agreement between the owner 
of the chattels and the owner of the 
realty. Also provide for the definite 
fixation of personalty by agreement be- 
tween the owner on all property which 
can be removed without practically 
destroying it. Water tanks, shower 
combinations, sinks, wash tubs, boilers, 
bath tubs, plumbing fixtures, mantles, 
heating plants, oil burners and radia- 
tors which can be removed without 
any great damage or injury to the 
building, could be sold under title re- 
taining contracts with the usual in- 
stallment selling conditions. 


Conclusion 


We must bear in mind that the laws 
relating to mechanics liens and credits 
are the tools with which your lawyer 
shapes your legal aspects of credit. If 
the tools are dull and unused, you will 
not receive any effective results. The 
lawyer can secure no remedy or pro- 
tection for the creditor which the law 
fails to provide. Therefore, the build- 
ing industry should make a concen- 
trated effort to gain legislative pro- 
tection to prevent a reoccurrence of 
the evils which arose during the last 
credit collapse. 


Installment and 
cash prices 


It has been his experience that cus- 
tomer objection to a carrying charge 
on installment accounts is almost nil, 
a writer in “The Bulletin of the Na- 
tional Retail Dry Goods Association”’ 


declares.. Instances arise however 
when the Credit Manager is pinned 
down to a definite statement—‘Well 
what rate of interest is it?” To which 
we answer—‘‘We don’t call it interest. 
It is a carrying charge. It is five per 
cent of the unpaid purchase price at 
the time the contract is arranged if 
paid in ten months, seven per cent in 
fourteen months, etc.” 

Continuing the writer points out 
that if we are pinned down further, 
“Well, what is the actual rate of in- 
terest?”, you have to answer that based 
on an actual interest rate it is around 
ten or eleven per cent. From the 
merchant’s viewpoint that rate is not 
excessive and is a reasonable differen- 
tial between cash and payment plan 
price when you take into consideration 
the bookkeeping and collection costs. 


I do not believe that we average 
losing a customer once a year because 
of our carrying charge. The con- 
sumer public has become very much 
interest-minded in the last few years. 
As definite proof of this is the fact 
that automobile finance companies anc 
banks generally have adopted this same 
percentage basis for selling automobile: 
on the time payment plan, and par- 
ticularly is this so because of the recent 
FHA plan. Therefore, the public 
does know that it is paying for the 


privilege of buying on the installment 
plan. 


Auto financing 
credit losses low 


Credit losses of leading automobile 
finance companies have been unusually 
low in 1937, and will probably amount 
to only a small fraction of one per 
cent of total paper maturing during 
the year, according to Standard Statis- 
tics. 
Higher losses are possible in 1938, 
it says, but even in the worst year of 
the past depression, losses of leading 
companies were only around two per 
cent on retail automobile business, % 
of one per cent on wholesale automo- 
bile business, and less than one per 
cent on industrial lien business. Terms 
of financing early in 1937 were easier 
than before the last depression, but 
most companies tightened their terms 
during the year, thus strengthening 
their positions. 

Down payments are still high enough 
to provide ample protection under 
normal conditions. Leading compa- 
nies obtain further protection by con- 
fining the bulk of their business to 
two-name paper, under which they 
have recourse to dealers to make good 
on repossessions. 


Statement on 
cash discount 


The American Association of Ad- 
vertising Agencies has issued a state- 
ment on the standard cash discount 
policy of the advertising business. A 
resolution of the Association, included 
with their statement, favors mainte- 
nance of the cash discount policy and 
urges its adoption by media not co- 
operating in the policy at the present 
time. 


LL 
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